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AGE-DETECTOR—For Industry 


From airplane tires to electronic tubes . 
able containers to delicate computer parts... in 
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agriculture, military supplies and many other 
areas of application, the establishment of an iso- 
topic dating system would save industry millions 
of dollars by determining the service lives of 
many items. 

Goodyear's Research and Development Divi- 
sion is currently at work developing an isotopic 
dating method under contract with the Atomic 
Energy Commission. Using radioactive isotopes, 


it is anticipated that the system will readily deter- 
mine the average age of articles in storage or in 
actual use, thus provide for replacement before 
deterioration or failure. 

Results of this isotopic dating research will be 
made available to all industry. This program is 
one of the wide-ranging activities of Goodyear's 
Research and Development Division. The Divi- 
sion is just a part of the network of Goodyear 
facilities developing and producing hundreds of 
products for world-wide distribution. 
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A NEW 


VITAL SERVICE 
for Disposal of 


Jewelry from Estates 











GLOBE 
MERCHANDISE 
TRADING CORP.) 


Opens the door to 


Unlimited Prospective Jewelry Buyers 


throughout the world! 


The services of the Globe Merchandise Trading Corporation can make the world your market 
to quickly dispose of jewelry from estates. 


To sell—diamonds or other jewelry at the right price—it is all a matter of bringing 
together the right buyer and the right product. 







The service now being offered by the Globe Merchandising Trading Corporation brings 
together buyers and sellers of jewelry, no matter where they are located. The Globe 

Merchandise Trading Corporation will find a buyer for your diamonds or other jewelry 
that cannot be readily sold through your normal channels. 


There is never a possibility of loss as all merchandise is fully insured 
while in transit or in our possession. 


A new folder containing detailed information on the Globe Merchandise Trading 
Corporation—who we are—how we operate—and how you 

can benefit—has been sent out. If you have not received your copy 

write us today. It will be sent to you by return mail. 


For Complete Information Write 
GLOBE MERCHANDISE TRADING CORPORATION 


Division of William Levine and Company 
29 East Madison Street ¢ Chicago 2, Illinois 
ANdover 3-2411 
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USE OUR EXPERIENCED TRUST ORGANIZATION TO ASSIST YOU 





— ANCILLARY ADMINISTRATION of California assets in estates of non- 
resident decedents. Fees as per statute. 


——HOLDING TITLE to Southern California real estate with or without the 
added duties of management. Reasonable fees to be fixed by agreement. 


—— SERVICING of real estate loans in Southern California for Banks and 
Insurance companies. Reasonable fees to be fixed by agreement. 


—— SECURING APPROVAL of current trust accountings from beneficiaries resid- 
ing in Southern California. We are happy to do this without charge. 


COMPLETE TRUST SERVICE FOR INDIVIDUALS AND CORPORATIONS 
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Cover Picture 
mond Head we salute 


.. . With this picture of Dia- 
Hawaii, our 50th 
State, whose new status will probably be 
announced by Presidential Proclamation be- 
fore this issue reaches our readers. Diamond 
Head is near the Waialae Shopping Center 
where Liberty House and Bishop Trust 
Company recently sponsored a Women’s 
Finance Forum reported in this issue by 
Joseph Trachtman, who conducted it... 
Hawaiian Trust Company, oldest in the 
islands, was organized August 10, 1898, and 
in thirty years was managing property val- 
ued at over $77,000,000. Trust company 
operations in the Islands are somewhat 


broader than on the mainland, with such 
activities as insurance underwriting and real 
estate management complementing tradi- 
tional trust functions. 














PARRKE-BERNET 
GALLERIES, Inc 


980 MADISON AVENUE 
NEW YORK 21 


SPECIALISTS IN THE 
LIQUIDATION OF ART 
LITERARY AND OTHER 
PERSONAL PROPERTY 

AT PUBLIC AUCTION 


From 


Distinguished Sources 
AND 


PARKE-BERNET - Inc 


MACHINERY, SURPLUS a 
REAL ESTATE DIVISION 


A Subsidiary 


For Public Auction Sales 
throughout the United States 
of all types of industrial prop- 
erties, products, materials, 
government surplus, real 
estate, etc. 


Write for information 
regarding the Parke-Bernet 
method of selling personal or 

industrial properties at 

public auction. 


























How to avoid 
unnecessary 


estate taxes 


How often have you had to contend with a 
wide discrepancy between your valuation of 
an estate and that placed upon it by the tax 
authorities? 

Such divergence of opinion may lead to 
costly litigation and, at best, unhappiness 
among the heirs. 

The best way to assure the proper taxes 
on an estate or to provide for taxes in estate 
planning is to secure a report by The Ameri- 
can Appraisal Company. Valuation of prop- 
erty for fiduciary purposes is one of the 
important specialized services offered by the 
leader in the appraisal field. Our reputation 
for thoroughness and impartiality is un- 
questioned and our reports are backed by 
carefully assembled facts that command 
respect. 


SINCE 1896...LEADER IN PROPERTY VALUATION 


The AMERICAN 
APPRAISAL 


Company® 
Home Office: Milwaukee 1, Wisconsin 
Offices in 18 Cities Coast-to-Coast 
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"PRACTICE OF LAW" BY FIDUCIARIES, as had 
been proscribed in the now famous 14 
Points Case by the Connecticut trial 
judge, has been realistically revised by 
the state Supreme Court of Errors which 
unanimously distinguished between such 
prohibited acts and those inherent in the 
normal discharge of business functions. 
The proposed injunction against appearance 
in court hearings except through inde- 
pendent attorneys, not having been ap- 
pealed, was considered binding "for pres- 
ent purposes," but the court's decision 
(spelled out at p. 805 of this issue and 
further commented on at 779) practically 
confirms interpretation of the rights of 
chartered fiduciaries as cited by the 
bank's counsel. 


$50 BILLION IS THE FIGURE FOR TRUSTS, 
according to the Trust Division Committee 
on Statistics, which last month released 
findings of its survey on volume and in- 
vestment of personal trusts throughout the 
nation. It showed more than $30 billion 
of such funds to be invested in equities, 
with government securities a slow second. 
In the majority of instances the corporate 
fiduciary had sole responsibility for in- 
vestments or shared it. Results on p. 736. 


U.S. DEFICIT IN INTERNATIONAL PAYMENTS 
— some $4.5 billion this year — indicates 
the significance of the shift in world 
trade. The shops and salesrooms of our 
country demonstrate the increasing ability 
of other nations to compete — on quality 
as well as price — for not only world, but 
U.S. markets. Professional investors are 
bound to follow the lead of U.S. industri- 
alists in the many fields where they have 
considered it essential to establish 
operations abroad. Thus the editors con- 
tinue herein with Part 3 of our survey on 
Overseas Operations of U.S. Corporations 
(p. 765). This new era of The Common Mar- 
ket and the Free Trade Area now being 
formed is of utmost import,as stated by a 
leading corporation president which is 
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studying further expansion of productive 
facilities overseas: 

"Our businesses and their industrial 
plants are one of the most important bat- 
tlefields on which the world's struggle is 
being fought today. Peoples around the 
earth now can compare political and eco- 
nomic realities." 


NEW REGULATIONS FOR REGISTERING PENSION 
PLANS in Canada were finally issued last 
month after a period of more than three 
years during which there were no published 
Standards for drafting new plans or amend- 
ing existing ones. The rules in the old 
"Blue Book" which was withdrawn in 1956 
form the basis for the new regulations 
which will be analyzed in the next issue. 


COMMON STOCKS OF 203 COMPANIES were new- 
ly purchased by one or more of the 228 
Common Trust Funds reporting to Trusts and 
Estates their equity changes for the quar- 
ter ending June 30. Greatest increase in 
the number of Funds holding a stock was 
for Commercial Credit and Ford Motor, each 
of which registered a gain of five funds. 
The list of stocks newly added or sold out 
is at p. 748. 


SWEET LAND OF SUBSIDY; for everyone but 
the taxpayer, that is. Except for the mod- 
est reduction in 1954, taxpayers have had 
no respite from steadily advancing tax-costs 
for a generation. Meantime, Congress after 
Congress has vied to provide subsidies for 
everything that would make voting groups 
happy. And the public has traded liberty 
for subsidy. Subsidy for railroads and 
Shipping, for electric authorities like 
T.V.A. and REA, and most of all for farn- 





INSURANCE AND ESTATES will be the theme 
of the September issue of T&E. Approached 
mainly from the case history method, the 
articles and special studies — some 18 or 
more — will be contributed by leading 
figures in the world of trusts, insurance, 
law and accounting. 
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ing. Federal outlays for the latter are 
the third largest "item" in the budget, 
exceeded only by defense and interest 
payments on debt inherited from years of 
profligate spending......Since the "plow- 
ing under of little piggies" and various 
Wallace schemes we have progressed to the 
point where one agency pays the farmer not 
to work his land, while another shows him 
how to raise more per acre, another provides 
subsidies to "Support" the price and an- 
other builds storage for surpluses. It 
seems something less than logical...... 
With the savings possible from elimination 
of subsidies a reduction in corporate tax 
rates could bring real and greater bene- 
fits: more net flow-thru would allow re- 
duction of prices to consumers and better 
competitive position in world markets, 
more money to pay bonuses to labor and an 
average fair wage for invested savings, 
and more funds for improved "tools" and for 
Research, both so vital if we are to meet 
today's stiffer world competition. In 1929 
government took 11.5 cents of the nation's 
income dollar, labor got 63.5 cents and 
property owners 25 cents. In 1958 labor 
got 63.7 cents but the role of government 
and private property owners has been al- 
most exactly reversed......When Congres- 
Sional spendthrifts recognize the under- 
current of taxpayer revolt now brewing on 
the local front, and taxpayers realize 
that the more goverriment spends of their 
dollar the less liberty they have to do 
so, we Shall see a healthy reversal. 
Featherbedding is not confined to rail- 
roads or construction or entertainment ; 
there is much room for governmental cuts 
locally and nationally. One of the major 
ones is in the subsidies we pay not only 
to favored groups but also to the seven 
million individuals now on public relief. 


H.R. 7924, INTRODUCED IN THE HOUSE late 
in June, would create an estate tax deduc- 
tion for property passing to a decedent's 
children upon conditions similar to those 
relating to the marital deduction, with a 
limitation of 5% of the gross estate for 
each child. 


PHILANTHROPISTS HAVE MORE OPPORTUNITIES 
than ever to perform socially and econo- 
mically useful services of national con- 
sequence. While the Government takes sol- 
icitous care of the "common man," it is 
up to individuals and corporations to 
foster or aid the uncommon man or young- 
ster of unusual promise. This applies par- 
ticularly in the field of education or 
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other help for deserving youth — such as 
health and recreation facilities — since 
the aged are more the objects of govern- 
mental aid, or might need less if the 
Start is made in earlier years......This 
is especially true of early schooling, so 
far almost entirely supported by State or 
a few well-to-do alumni. Many potential 
juvenile delinquents could be made useful 
citizens by removal from slum background 
or broken homes, if provided with decent 
boarding school or camp facilities. And 
many fine boys and girls deserve but can- 
not afford the advantages of private 
schooling. Such schools and camps could 
further be the nuclei for health safe- 
guards and wholesome sport or recreational 
pursuits. Churches and the "Y"s would. wel- 
come funds for these citizen-development 
purposes, and the job of the conscientious 
social worker would be greatly aided. Tax 
laws favor such philanthropy as tax-de- 
ductible gifts or bequests and also Dow 
conversion of investments with high cap- 
ital gains. Those who counsel with chari- 
table-minded clients would do a real serv- 
ice to initiate consideration of such 
gifts. 


IT IS NOW UNANIMOUS — all states, in- 
cluding Alaska and Hawaii, and District of 
Columbia, have enacted either the Uniform 
Gifts to Minors Act or the earlier Model 
Act. Illinois is the last to join the 
fold. The prompt and universal acceptance 
of these measures, designed to facilitate 
transfers of money and securities to 
minors, is without precedent in the field 
of uniform legislation. 





Corner of new library at offices of Trusts anv EsTares, 
available for use by subscribers. 





$50 BILLION IN PERSONAL TRUSTS 


Misguided Interpretation by Public Press 


HE FIRST NATION-WIDE SURVEY TO 

determine the total volume and in- 
vestment categories of personal trust 
funds administered by banks and trust 
companies in the United States, spon- 
sored by the Trust Division, American 
Bankers Association, was released at a 
press luncheon in New York last month. 
Basing its findings on reports from 121 
cooperating trust departments, and cov- 
ering 4,229 personal trust accounts, the 
Alfred Politz Research organization ap- 
plied sampling techniques to arrive at 
the over-all aggregate of $49.7 billion 
and the ratios of its investment by 
major types. 

Confirming recent estimates (e.g. see 
T.&E., Feb. °59 p. 96) the sampling in- 
dicated that 61.7%—or $30.7 billion— 
of all such funds is invested in common 
stocks. State and municipal investments 
accounted for $7.8 billion, $2.5 billion 
were in U. S. governments, $2.3 billion 
in corporate bonds and debentures. 


Types of Assets in Personal Trust 
Accounts 


(In Millions of Dollars) 


Type of Asset $ Total % 
Common Stock _.__.. 30,664.5 61.7 
State and Municipal 
Securities 
U. S. Gov’t Securities. 
Corporate Bonds and 
Debentures 4.7 
Participation in Common 
Trust Funds* ___. ; 4.3 
All Other Assets : 3.8 
Preferred Stock : 2.6 
Mortgages ‘ 1.3 
0.8 


15.7 
2,518.1 65.1 





$49,680.3 100.0% 


For the first time the survey made 
possible a comparison of the extent to 
which trust institutions have sole re- 
sponsibility for investment of personal 
trusts, or share it or have none. $21.3 
billion, or 43% of the total investments, 
were under their sole direction. The ex- 
tent to which they shared responsibility 
with others in the balance of accounts 
was not indicated. Projected from the 
survey data on types of assets, it ap- 

*In the 183 Discretionary type Common Trust 
Funds reported at 1958 year-end (T&E, April 59, 
p. 342) with 75% of all such Fund assets, equity 
holdings were about 5% lower than the ratio indi- 
cated here, governments and municipals less than 


half, preferreds about triple, and corporate bonds 
more than five times as much. 
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peared that only in common stockhold- 
ing was there appreciable difference be- 
tween the ratio held in sole-responsi- 
bility trusts (56.4%) and the other ac- 
counts (65.7%). In the first group, 
state and municipal securities accounted 
for 14.7%, in the latter for 16.4%; all 
other categories (except cash) were 
slightly higher in _ sole-responsibility 
trusts. 

Data from the survey, conducted un- 
der auspices of the Trust Division Com- 
mittee on Statistics, chairmaned by Ro- 
bert A. Jones of Morgan Guaranty Trust 
Co. of New York, were compiled by the 
Federal Reserve Bank of New York. 
They included—besides personal trusts 
—only guardianship and conservator 
accounts; billions more in employee- 
benefit trusts, estates, investment agen- 
cies, custodianships, etc. were not cov- 
ered. Even so the total (based on latest 
annual review market values of trusts) 
amounted to 18% of total value of all 
stocks on the N. Y. Stock Exchange. 


Size of Trust Accounts 


Contrary to the belief shared by 
many, trust accounts are not “for mil- 
lionaires only” but cover as varied a 
clientele as do life insurance policies, 
mutual funds and even savings accounts. 
According to the latest (1955) survey 
of the Trust Division, covering some 
162,000 trust accounts in 862 banks 
across the nation, the incomes reported 
indicated that 43% of all such accounts 
had principal value of less than $25,000 
and the great majority were under 
$100,000. 

Among the numerous newspaper and 
business magazine reports generated by 
release of the statistical study, one New 
York paper included, in its own intro- 
duction, the gratuitous comment: “Such 
accounts, made up of money from the 
very wealthy—including such famous 
families as the Roosevelts, Rockefellers, 
Carnegies, Harrimans, even the Shah of 
Iran—totalled nearly $50,000,000,000 
last year.” 

No such commentary was made by 
the committee nor do the facts justify 
it. The above survey is verified by data 
from annual reports of banks showing 
classification of trust funds by size. One 


of the oldest and largest trust companies 
in the country stated (1958) that while 
they have some 200 trusts and estates 
each amounting to over a million dol. 
lars, they were administering more than 
2,000 accounts of less than $25,000 
each. This is typical of most large banks 
and the smaller trust departments would 
obviously have a still higher ratio of 
small accounts. The 1,476 national 
banks exercising trust powers at Dec, 
31, 1957 had 248,000 fiduciary accounts, 
and state banks and trust companies 
would probably more than double this 
figure. There are not anything like half 
a million Rockefellers or other million- 
aires in the whole world. 

Further, the establishment of “com. 
mon trust funds” in over 300 banks has 
popularized trust service for the person 
of modest means, with $2,407,000,000 
of total assets belonging to 102,051 dif. 
ferent accounts, or an average of $23, 
503, with none of them over $100,000 
as this is the limit for such Funds. 

Many news reports did not make clear 
that, as mentioned above, the $50 billion 
figure was for “trust” funds only and 
did not include other assets held by 
trust departments in estates, investment 
agencies, custodianships, or pension and 
profit-sharing trusts. 

The new Trust Division survey, while 
primarily intended to show the total 
trust assets of corporate fiduciaries and 
the ratios of investment held in major 
types of bonds and stocks, real estate 
and other assets or cash, raised ques- 
tions from the reporters and columnists 
present that indicate the desirability 
both of a uniform basis of account class: 
ification and evaluation, and of efforts 
on the part of trust institutions to better 
inform the press on key fiduciary mat: 
ters. As the largest institutional group 
of investors in corporate enterprise. and 
a major source of bond money for gov: 
ernments, fiduciary information will be 
increasingly publicized, and__ banks 
might well consider the advantage of 
giving their local financial writers 4 
quick tour of their trust departments, 
followed by question-and-answer ses 
sions. Many dangerous delusions can be 
cleared up and others prevented from 
being circularized only by such efforts. 
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Eliminating Problems in Administration of 


EDWARD J. HAWKINS, Jr. 


Squire, Sanders & Dempsey; Cleveland, Ohio 


F THE Keocu BILL Is ENACTED, WE 
I can expect that most banks will find 
themselves in the position of handling 
the “restricted retirement funds” pro- 
vided for in the Bill. They will probably 
be under pressure from their self-em- 
ployed customers to accept such trusts; 
there will be the usual incentive of 
trustees’ fees; and the trusts will also 
serve the advertising function of intro- 
ducing new customers to the bank’s 
other services. 


In handling such trusts, however, 
banks will face several problems, the 
most important of which stem from the 
fact that the number of self-employed 
persons qualified to make retirement 
deposits is in the millions. If any signi- 
ficant fraction of these people descend 
upon the banks to set up individual 
trusts, the number will be fantastic. 
Furthermore, no Keogh Bill trust for an 
individual will include more than $50,- 
000, plus earnings thereon, and most 
will be less. No single deposit will be 
more than $2,500, and most will be less. 
In short, a multitude of midget trusts is 
possible, each with a picayune portfolio 
but a full grown set of trust problems, 
and each demanding full fiduciary care. 


It follows from these facts that it wil! 
be very desirable for banks to combine 
the individual trusts into larger units. 
Whether or not they will be able to do 
this, however, seems to depend upon 
their success in using one or more of 
four specific methods. 


Use of Common Trust Fund 
The first method of pooling Keogh 


Bill trusts is through the use of common 
trust funds. However, they are conspicu- 
ous by their absence from the list of in- 
vestments permitted in a Keogh Bill 
trust. Alternatively, of course, rather 
than treating such funds as an invest- 
ment by the trust, it may be possible to 
look through the separate entity of the 
common trust fund and treat the fund’s 


Based on an address before Ohio Trust Confer- 
ence, May 7, 1959. 
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investments as, pro rata, the direct in- 
vestments of the trust. However, even 
under this view all or most existing com- 
mon trust funds would still not qualify, 
since they include such non-permitted in- 
vestments as unlisted stocks and bonds. 


Even if the Keoch Bill were rewritten 
to remove these objections, there might 
still be some doubt as to whether com- 
mon trust funds are especially suited to 
this function. For example, although the 
$100,000 limit on participation con- 
tained in Section 17 of Federal Reserve 
Regulation F would not usually be a 
problem for Keogh Bill trusts, it may 
well be that some such trusts, through 
stock appreciation for example, might in 
time exceed this figure. Also, there are 
severe limits on the advertising which is 
permissible in reference to a common 
trust fund. such as the rule that the 
earnings of such a fund may not be pub- 
licized. Since these trusts will be in di- 
rect competition with insurance com- 
panies, this limitation might be a handi- 
cap. 


Pooled Trusts 


A second possible method for the pool- 
ing of Keogh Bill trusts would be to 
amend Section 10(c) of Regulation F to 
permit specifically the commingling of 
Keogh Bill trusts, just as that Section 
was amended to permit the commingling 
of qualified pension trusts. Such a collec- 
tive fund would not have to meet the 
requirements of Section 17. It would 
probably not be tax exempt under Sec- 
tion 584 of the Internal Revenue Code, 
but, since it would be revocable, its in- 
come would be charged to the individual 
Keogh Bill trusts which are themselves 
exempt. Alternatively, by analogy to the 
treatment of the collective pension trusts, 
the collective retirement fund might be 
itself considered an exempt Keogh Bill 
trust. 

The chief problem of this method, 
apart from the necessity of amending 
Regulation F, is that, as in the case of 
common trust funds, the participation by 
the individual trust in such a collective 


fund might be regarded as an unauthor-. 
ized investment under the present lan. 


guage of the Keogh Bill. 


Multiple Grantor Trust 


The third method is very close to the 
one just described. Instead of combining 
the assets of several trusts into one trust, 
the Keogh Bill itself seems to contem- 
plate the establishment in the first place 
of a single trust with several grantors. 
That is, a number of self-employed indi- 
viduals would contribute directly to a 
single fund held by a single trustee, 
which might establish the fund initially 
by a declaration of trust. If this concept 
is followed logically, no authorization 
for collective investment would be need- 
ed, either under Regulation F or state 
law, since no more than one trust would 
be involved. The trust would automati- 
cally be exempt under the Keogh Bill, 
without reference to Section 584 of the 
Internal Revenue Code, and no question 
would exist as to the permissibility of an 
investment in a separate fund. On the 
other hand, to avoid any problems aris 
ing from conceptual difficulties with a 
multiple grantor trust, it would probably 
be wise to secure an amendment to Sec- 
tion 10(c) as a safety measure. 


Bank Fiduciary Fund 


The fourth possibility for pooling 
Keogh Bill trusts is the use of a separate 
corporation as a “Bank Fiduciary 
Fund.” (See Treman “A Bank Fiduciary 
Fund for Multiple Bank Participation,” 
98 Trusts AND Estates 244 (March 
1959) ). A model act authorizing such a 
corporation has been drafted, and such 
corporations have been established in 
New York, Connecticut and Maine. The 
advantage of such a corporation as an 
investment for small Keogh Bill trusts 
to a bank trustee which lacks the facili- 
ties itself for the management of joint 
trust portfolios by the methods already 
discussed is obvious. Another practical 
advantage is that such an investment !s 
clearly permitted under the present 
wording of the Keogh Bill, provided that 
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the company qualifies as a regulated in- 
yestment company under Section 851 of 
the Internal Revenue Code. 


Procedural Difficulties 


Even if the problem of pooling the lit- 
ile trusts into big trusts is solved, there 
are certain procedural difficulties which 
should be mentioned. The first is that the 
total stock owned by a trust and its 
grantors may not exceed 10% of the 
stock in any company. This is not a se- 
vere limitation if only listed common 
stock is in question. However, if unlisted 
stock becomes permissible, it will be very 
possible for a large joint trust plus all its 
grantors to own 10% of the stock of 
some companies. This is particularly true 
when it is noted that in computing the 
10% we must include not only the stock 
owned by the trust and by the grantors, 
but also the stock owned by the grantors’ 
children, grandchildren, partners. their 
50%-owned corporations, and by var- 
ious trusts and estates. Also included in 
the computation is stock owned by such 
remote persons as the grantors’ partners’ 
grandchildren. It would seem clear that 
no trustee of any large collective trust 
fund under the Keogh Bill could possibly 
know the stock holdings of all these peo- 
ple. especially since it would have to 
determine such holdings anew each time 
astock purchase was made. 

The fact that a bank will not know 
when or whether it is violating this rule 
may be quite serious. New Section 405 
(d)(3) seems to provide that a trust 
which violates the 10% rule has engaged 
in a prohibited transaction and, hence, 
even if the mistake is innocently made, 
will lose its tax exemption as of the be- 
ginning of the year after it is notified of 
the error by the Commissioner. The 
prospect of loss of exempt status by a 
large joint trust fund operated for the 
benefit of all of a bank’s self-employed 
customers, for a reason which would ap- 
pear to laymen to be mismanagement, 
and the departure of all the participants 
in the fund to another bank might be 
unsettling to those concerned with the 
bank’s public relations. 

An even more startling result is pos- 
sible if the bank makes an attempt to 
comply with the 10% rule and actually 
secures lists of stocks owned by the 
grantors of its Keogh Bill trust fund 
and by their grandchildren. Mistakes are 
always possible, and the bank might still 
Violate the 10% rule through oversight. 
The bank might then be treated as hav- 
ing “knowingly” engaged in a prohibited 
transaction. In such a case, all the grant- 
ors of the trust “in respect of whom such 
transaction occurred,” even though they 
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knew nothing whatever about the trans- 
action, will be treated as having received 
in the year of such transaction distribu- 
tion of their entire accumulated interest 
in the fund. This hypothetical distribu- 
tion would, of course, be treated as ordi- 
nary income and typically would be sub- 
ject to penalty rates. 

There does not appear to be any effec- 
tive statute of limitations on this even- 
tuality, so that many years of 6% inter- 
est might have accrued in addition to 
the tax. Unless the trust contained pro- 
visions for actual withdrawal of all funds 
in such a case, this large tax bill, based 
on a purely hypothetical distribution, 
would be delivered at a time when the 
grantor might have no cash with which 
to pay the tax. 

The most remarkable thing about the 
harshness of the 10% rule is that it is 
entirely unnecessary. Section 17 of Reg- 
ulations F deals with exactly the same 
problem but completely avoids the ab- 
surdity and unfairness of the proposed 
statute. 

One other point in reference to the 
prohibited transaction rules is worth not- 
ing. Tax exempt trusts in general are 
prohibited by Section 503(c) of the In- 
ternal Revenue Code from buying or sell- 
ing securities from or to a grantor at 
other than an adequate consideration. 
The Keogh Bill is, as usual, harsher than 
this and forbids the purchase or sale of 
stock from or to a grantor at any price. 
As in the case of the 10% rule, the 
“grantor” is defined to include the fam- 
ily of the grantor and 50%-owned corpo- 
rations. Again mixing confusion with the 
harshness, however, the Bill defines fam- 





ily differently for this purpose than for 
purposes of the 10% rule. Even the 
definition of a 50%-owned corporation 
is different. In other words, the trust 
officer must remember not only to look 
out for the grantor’s family, but must 
remember which definition of family to 
look out for. As before, the complexity 
is especially irksome since it is so com- 
pletely unnecessary. 


Summary 
The Keogh Bill is essentially a good 


measure; the criticisms relate to minor 
and quite unnecessary provisions which 
could easily be removed by the Senate 
Finance Committee. Consequently it 
would seem wise for the banks not to 
adopt a neutralist position but to active- 
ly participate in the Congressional work 
on the Bill, partly to aid the adoption 
of a desirable principle but in any event 
to ensure that, if the Bill does pass, its 
administrative provisions will be some- 
thing with which the banks can live. 
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from other states to Missouri. 





First Choice for Trust Service 
in Missouri 


The St. Louis Union Trust Company engages only in the trust busi- 
ness. It does no banking business. It accepts no deposits subject to 
check. It is the largest stockholder of the First National Bank in 
St. Louis, with which it is affiliated. It is the oldest trust company in 


We suggest consideration of our Company for ancilliary service in 
Missouri or where recommendations are to be made to people moving 


“Trust Service Exclusively” 


St. Louis Union Trust Company 
ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 
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How well are the steelworkers paid ? 











The average hourly wage for the steelworker in figures do not include the cost of vacations, holi- 
January 1959 was $3.03—84¢ higher than the $2.19 days, pensions, insurance and other benefits which, 
average for all manufacturing employees; 68¢ more in the case of the steel industry, amounts to 57¢ an 
than the average employee in durable goods indus- hour—among the highest benefit payments in the 


tries; and 38¢ more than the autoworker. And these country. 








How do 
steel wage increases 

compare with increases in 
shipments per man-hour ? 






















From 1940 to 1958, steel companies’ hourly 
wage and other employment costs increased 
288% which has been nearly ten times the 
30% increase in shipments per man-hour. 
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Are steel prices high ? 


Since 1940, the price of finished steel mill products 
has risen at an average of about 534% a year but 
the total cost per man-hour and employment costs 
per man-hour have risen more—about 714% a year. 
In spite of this, steel is one of our lowest priced 
materials. Carbon and alloy steels sell at an aver- 
age of about 8¢ a pound. 


Are steel profits too big ? 


In 1940, the steel industry earned 8.1¢ per dollar of 
sales and in only one year since—1950—has this 
rate been equaled. In 1958, the rate was 6.3%. 
The average of 1940 through 1958 has been 5.8%. 
While the steel profit rate has diminished, employ- 
ment costs per hour have climbed rapidly—a 288% 
increase since 1940. Increases in steel prices be- 
tween 1940 and 1958 were required to pay for 
higher wages, taxes, material and other costs, and 
did not increase the rate of profit. 


United States Steel 


TRADEMARK 





EFFECT OF 


INFLATION 


on —/rust iy lanning 


“A bill passed by Congress author- 
izes the President to take four courses 
of action to produce inflation. Of 
prime interest to life insurance com- 
panies and trustees is the effect of 
such legislation upon investments. 
Those companies which today have 
their assets in the best shape — that 
is, a high percentage of public utility, 
government and railroad bonds, to- 
gether with conservative mortgages on 
city real estate, will be harmed by 
inflation. On the other hand, com- 
panies whose investments are of a 
speculative nature, — that is, farm 
mortgages, common stocks and specu- 
lative industrial preferred stocks — 
will be benefited by inflation. It seems 
a tragedy that inflation will work to 
put a premium upon bad manage- 
ment.” 


HESE WORDS — BY THE FINANCIAL 
ee president of a life insurance 
company — sum up succinctly the great 
change in economic fact and investment 
thinking that has taken place in the 
past quarter century. They are quoted 
from an article by Claude L. Benner in 
the May 1933 issue of Trust Companies 
magazine (now TRUSTS AND EsTATES). 

Then, the nation, in the trough of the 
depression, was struggling to climb out 
by inducing inflation. Today, the coun- 
try, edging its way out of a relatively 
mild recession, is concerned about re- 
straining inflation. Then, respected ex- 
perts frowned on common stocks as in- 
vestments. Today, professional trustees 
deal not with the question of whether 
or not to purchase stocks but whether 
the portion of the fund to be placed 
in equities should be 30-40-50%. Also 
running diametrically opposite to the 
opening quotation is the underlying 
philosophy of the variable annuity. 

In 1933, a mere ten states followed by 
judicial decision the prudent man rule 
recognizing the eligibility of common 
stocks for trust investment. A textbook 
compilation* of that era categorically 

Based on talks before Estate Planning Counc‘! of 
Mississippi, May 18. 1959, and Estate Planner’s Day 


in Wach'ncton. PD. C.. Dec. 9. 1958. 
*Mc¥inney, “Trust Investments,” p. 37. 


P. PHILIP LACOVARA 


Managing Editor, Trusts AND EstTATEs 


noted the status of the law nationally: 
“With a few exceptions trustees are not 
permitted to invest funds in corporate 
stock.” Today, the reverse is true — 
only nine jurisdictions have not adopted 
the rule in essence for at least a portion 
of trust accounts. 


In estate planning, it is customary 
to assume — for calculating taxes, ex- 
penses, income and other elements — 
that the estate owner will die tomorrow. 
But in designing a trust program, one 
must project 20-30 or more years into 
the future. Who can say that we shall 
not again see, in our lifetime or our 
children’s, a period — extended or other- 
wise — of deflation and depression? 

Does this mean that we cannot formu- 
late a trust pattern that will fit the 
family, come inflation or deflation? To 
quote again: 


“The advice and suggestions of u 
trust officer ... are gladly received 
by attorneys who have come to realize 
that they are motivated not from an 
attempt to invade the province of the 
attorney, but from an honest desire 
to aive to the testator’s plan the boon 
of wisdom gained through years of 
practical experience. 

“An example of these provisions 
may be fornd in the following: In- 
structions allowing a proper discre- 
tion in the matter of investments; 

. power to advance principal in 
case of emergencies; provisions defin- 
ing corpus and income; ... power to 
continue a business...” 


That excerpt is also vintage 1933.* 
It bears a remarkable resemblance to 
contemporary planning philosophy. 
Grounded on flexibility, it offers a 
framework that should stand the test 
of time — whatever the times. 


“a proper discretion in investment” 


Aside from the choice of trustees no 
decision that the lawyer and his client 
must make is more significant in the 
successful management of a trust than 

*Gore—“‘Estate Planning as Affected by Legal 


Considerations,” Trust Companies Magazine, Aug- 
ust 1933. 


the delineation of the fiduciary’s invest- 
ment powers. A generation ago, it was 
not uncommon to find trust instruments 
reflecting the investment idiosyncracies 
of their makers. Injunctions to invest 
only in first mortgages on improved 
real estate — or railroad securities — 
or canal bonds — or street railway obli- 
gations — and the like, imposed straight- 
jackets that at one point or another 
caused grief to the beneficiaries — with 
the courts generally declaring them- 
selves powerless to loosen the trustee 
from the restrictive clause. Through the 
years, there has been less and less of 
this kind of control by the dead hand, 
and a marked trend toward the grant 
of full discretion in wills and trust agree- 
ments. 


While this has been a salutary devel- 
opment, the question remains whether 
the generality of such powers will prove 
effective under grossly changed condi- 
tions. The law — as expressed judicially 
— moves slowly and tends to adhere to 
traditional concepts, particularly in the 
area of trusts and wills. A grant of 
complete discretion does not give the 
trustee carte blanche — the test of the 
prudent man must still be met. In ap- 
plying that test to the trustee’s conduct 
— in the not always favorable light of 
hindsight — the courts are quite likely 
to be influenced by standards rooted in 
an earlier day. 

What may be needed is more than a 
bare endowment of the trustee with “un- 
controlled discretion.” For example.* 
the fiduciary may be given express au- 
thority to invest in wasting assets, to 
purchase commodities or other tangible 
personalty, to keep funds in cash. or to 
place them in foreign countries. A broad 
clause is suggested in a recently pub- 
shed form book.** 

To put the suggestion another way, 
the instrument should encourage the 

*See Wormser, Estate Planning in the Face of 
Inflation, TRUSTS AND ESTATES, June 1957, p. 376- 


**Neuhoff, “Standard Clauses for Wills,” “lause 
36 6. Fiduciary Publishers, Inc., New York. 
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trustee to adopt an aggressive invest- 
ment policy when conditions warrant 
such action. Along with the investiture 
of such wide authority should go a pro- 
vision exonerating the trustee from lia- 
bility for loss in the absence of flagrant 
abuse of discretion (where such exculpa- 
tory clause is not barred by state law, 
as in New York). 

This approach presupposes that the 
testator is thinking in terms of what his 
estate will accomplish for his benefi- 
ciaries rather than the mere preserva- 
tion of the dollar amount. When a tes- 
tator creates a trust of $100,000 for his 
wife with remainder to his children, 
he usually hopes that the income will 
buy at least what it can buy at the 
time of its creation and that the amount 
ultimately turned over to the children 
will be worth at least as much as the 
original dollars. Else he might as well 
direct investment in U.S. Government 
bonds and guarantee payment of $100,- 
000 on maturity. 


Whether or not a trustee has a legal 
duty to preserve purchasing power, the 
trustor might well charge him with a 
moral duty to seek that objective. 


‘power to advance principal in 
case of emergencies” 


One of the most noteworthy trends 
in trust drafting over the past quarter 
century has been the inclusion of a pro- 
vision for payment of principal to the 
income beneficiary, known by various 
labels: power of invasion, encroachment, 
withdrawal, advancement. Originally de- 
signed mainly to cover unusual expenses 
incurred by the life tenant by reason of 
illness or other temporary emergency, 
the scope of these clauses has been ex- 
panded in contemplation perhaps of a 
continuing necessity to dip into princi- 
pal to compensate for the declining value 
of the dollar or decreased yields. 

These have developed into more or 
less familiar patterns which may be 
classified as Dollar Minimum, Stated 
Portion of Principal, Principal* on Re- 
quest, and Principal* in Discretion of 
Trustee. 

The ultimate in flexibility is achieved, 
of course, by bestowing upon the trustee 
unfettered discretion in the distribution 
of principal for the maintenance and 
welfare of the beneficiary. It might be 
well to mention, not by way of limi a- 
tion but to indicate the breadth of the 
power, such items as travel and invest- 
ment in a business, which might noi 





“ne amount may or may not be limited annual- 
ly; it may or may not be cumulative from year to 
Year: it may or may not be restricted as to aggre- 
fat total withdrawals. 
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ordinarily be considered within the 
scope of a power to distribute. 

A frequent approach to this matter of 
principal is to use a combination of one 
of the first two mentioned standards 
with this complete freedom of action. 
This gives the trustee some guide as to 
the testator’s thinking on the point. 

Other patterns have been suggested 
from time to time such as invasion 
powers keyed to the cost of living or 
to some sliding scale of percentages, but 
they have not found much favor. 

Not so generally found in instruments 
as it should be is a statement as to 
whether or not the trustee must inquire 
into the beneficiary’s other resources 
or income before paying out principal. 
Surprisingly enough, litigation on this 
question — where there is no directive 
— has turned on some tenuous distinc- 
tions in phraseology to determine 
whether the gift is one of support or 
not. It appears that if it is such a gift, 
the trustee need not look into the bene- 





“Their father believed in diversification.” 





ficiary’s pocketbook. A simple declara- 
tion in the will would preclude this con- 
fusion. If the testator wants the bene- 
ficiary to resort to her own funds first, 
the trustee ought to be protected in rely- 
ing on the beneficiary’s “statement of 
condition” as it were, rather than being 
obliged to play detective. 

Another provision finding increased 
favor among experienced draftsmen, and 
reflecting again departure from the 
veneration of principal, is one declar- 
ing that, in considering whether to pay 
or not to pay, the trustee is to resolve 
any doubt in favor of the life beneficiary. 
This is generally accompanied by a 
clause insulating the trustee from claims 
by other interested parties. 

In absence of a specific limitation, 
how far can the trustee go in dis- 
tributing principal to the life tenant? 
There have been cases where remainder- 


men have brought action to restrain a 
trustee from making a contemplated 
complete distribution. Strangely or not, 
some courts have agreed with the re- 
maindermen despite the presence of a 
power to advance principal, the reason- 
ing being that the testator did not in- 
tend complete termination of the trust. 
Therefore, the client’s intention on this 
score should be spelled out. 

A situation may develop where distri- 
butions have so decimated the principal 
that it becomes economically unsound 
to continue the trust. The trustee could, 
of course, make final distribution of the 
remainder but it might be preferable to 
purchase a life annuity to assure the 
beneficiary some income for the rest of 
her years. Power to make such a pur- 
chase ought to be included. 


‘provisions defining corpus and 
income” 


If we proceed on the assumption that 
inflation will continue — and that trus- 
tees will purchase stocks to hedge against 
it, is it thereby certain that the life 
tenant will be benefited? We have been 
witnessing a rise in stock prices to such 
heights that yields on high grade bonds 
have run about 40% higher than on 
stocks. * 

How, then, can the income benefi- 
ciary be advantaged through the pur- 
chase of stocks and their presumed rise 
in value? Under the various powers of 
principal invasion already discussed, 
the trustee — or the beneficiary, as the 
case may be — could in effect pass on 
the benefits of any appreciation by real- 
izing on capital gains. But might it not 
be feasible to prescribe the automatic 
distribution of capital gains to the life 
tenant? 

Such distribution would not adversely 
affect the remaindermen, as the dollar 
value of the corpus would still be in- 
tact, assuming no net losses during the 
term of the trust. If the testator is less 
concerned about the sum received by 
the ultimate beneficiaries than he is 
about the welfare of the life tenant, the 
possible diminution by losses presents 
no serious objection to the suggestion. 
To the criticism that such distribution 
would reduce future income for the life 
tenant the answer is ready that pay-outs 
under any of the traditional clauses 
would have a like result. 

Another facet of this problem is the 
matter of stock dividends and stock 
splits. If there is to be a continuing in- 
flation in stock prices, the trend to such 
corporate action may well be accelerated. 


*Comparing Moody’s Aaa Corporate Bonds and 
125. Industrial Stock Index. 
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It would seem desirable in most in- 
stances to give the trustee complete di.- 
cretion to determine allocation between 
principal and income. Together with the 
power to distribute principal, this 
should prevent any controversy, for if 
the fiduciary has any doubt as to the 
allocation, it can resolve it in favor of 
crediting principal — which would pre- 
clude objection by the remaindermen — 
and then pay over the amount involved 
to the income beneficiary under the in- 
vasion clause. 

Parenthetically splits and stock divi- 
dends also may affect outright legacies. 
Take a provision like “I bequeath to 


= 


SS 
we 
on 
ea 
, 7. 
Rage ge * ‘ 
ye 
id 2 
‘ 


of trust experience 


and service to our 


eustomers 





my sister 50 shares of ABZ stock.” Sup- 
pose the testator sells out or reduces 
his ABZ holdings. Under the principle 
of ademption, his sister will receive noth- 
ing — or such shares as remain. If that 
is not his intention, he should add lan- 
guage along these lines: 


“_.. but in the event that I own less 
than 50 shares at the time of my death, 
I direct my executor to pay my sister 
the difference, in cash or other proper- 
ty, between the value of such remain- 
ing shares, if any, and the value of 50 
shares as of the date of my death.” 


Next, suppose that, between the date 
of the will and the date of death, a stock 





EYE. ithtle 


MORE THAN ONE BILLION EIGHT HUNDRED MILLION DOLLARS IN 
SECURITIES AND OTHER ASSETS ARE NOW ENTRUSTED TO OUR CARE 
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dividend is declared by ABZ. Will the 
beneficiary get the additional shares? 
Most courts ruling on the question have 
awarded only the stated number of 
shares on the ground that this consti- 
tutes a specific legacy. On the other 
hand, where a stock split rather than a 
stock dividend is involved, the courts 
have generally held in favor of the lega. 
tee, giving him the additional shares. 
Thus the form of corporate action has 
often dictated the result. Therefore, jt 
would seem advisable to include a clause 


like this: 


“T bequeath to my sister 50 shares 
of ABZ stock which I now own ani 
such shares as are represented by 
stock dividends and stock splits de. 
clared between the date of this will 
and the date of my death.” 


Certain other aspects of the conflict 
between life tenant and remainderman 
also lend themselves to resolution in 
favor of the former. For example, many 
expenses required by law or practice to 
be charged against income could be 
directed by the will to be paid out of 
principal: e.g. fees, repairs, taxes, prop- 
erty insurance. Whereas each dollar paid 
out of income is completely lost to the 
immediate beneficiary, for each dollar 
charged to principal she is deprived only 
of the yield from that dollar. 


“power to continue a business” 


About 13 years ago, in a chapter of 
Joseph Trachtman’s monograph on Es 
tate Planning, I sounded a caveat 
against the business buy-and-sell agree: 
ment as the panacea for the problems 
of the closely-held corporation. There 
are situations where the welfare of the 
deceased owner’s family would be more 
effectively served if his stock were not 
sold. The business might be productive of 
greater income for the heirs — and 
steadily enough — than would the rein- 
vested proceeds from sale. The mone} 
ihat would otherwise be used to pa} 
premiums for insurance on the fellow 
stockholders’ lives could be applied to 
insurance on the individual’s own life 
Today, moreover, ownership of a busi- 
ness interest may provide the most ef 
fective hedge against inflation. 

The compulsion to make inter-vivs 
or even post-mortem arrangements for 
the disposition of business interests be- 
cause of the estate tax impact may be 
somewhat lessened by the ten-year in 
stallment privilege granted by the Small 
Business Tax Revision Act of 1953. 


The need for insurance is by no means 
eliminated where a business interest 15 
to be retained. In addition to the per 
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sonal life insurance alternative, there is 
an increasing key man coverage is not 
only desirable but essential in many 

























































of BF cases. 
ti- Until comparatively recent years many 
€t @ corporate fiduciaries eschewed estates 
. containing such interests, but with more 
rts and more estates consisting in large part 
32; @ of business ownership, trust institutions 
now generally accept them, and a few 
as have established special divisions within 
it the department to handle these inter- 
1S¢ ests. 
It is of course essential to the suc- 
cessful preservation of a business inter- 
ae est that the trustee be clothed with ap- 
by propriate powers and rewarded with 
de- adequate pay. These questions should 
vill be cleared in advance. 
“wisdom gained through 
lict ex perience” 
9 This brings me finally to the fifth 
i wheel of this vehicle designed for travel 
ye along the road of inflation nt the trustee. 
nN Although the expression “fifth wheel 
of a” often used in a derisive manner, 
oy here | am characterizing the irustee as 
‘aid the spare tire on an automobile — to 
rot take the place of the expired estate 
lar @ ONDE? The trustee is the hub around 
oa which the entire plan revolves and 
the choice of fiduciary merits most care- 
ful study. Wisdom born of experience 
29 in the management of trusts through 
ia periods of inflation and deflation is 
Es clearly an attribute to be sought. 
pe It is fairly common practice for at- 
ree fg lomeys to submit drafts of wills to 
be named corporate fiduciaries to obtain 
ode the benefit of their views. But legal 
the ig ctainty and administrative conven- 
nore fy Kuce are not the only watchwords in 
a2 reviewing documents. The testator too 
oe has a role in this preview. He should 
ey discuss with the trustee his aspirations, 
ae: his philosophy and his family’s charac- 
i 
pay Estate Planning Councils 
ellow San Francisco—On June 25 the board 
ed to of directors elected the following off- 
life. cers: Pres—James Lawry, C.L.U., 
ye Northwestern Mutual Life Insurance 
st e* 9 Co.; Vice Pres—J. Boatner Chamber- 
lain, trust officer, Pacific National Bank; 
vives @ Sec—Willard L. Ellis, attorney; Treas. 
s for B—Walter J. Hollings, C.P.A. ; 
ts be Hawaii—On July 23 “Insurance Set- 
ay be tlments for Purposes of Marital De- 
ar “t duction” was discussed by Baird Kid- 
Sars Well. attorney, and Q. L. Ching, C.L.U. 
08. Mississippi—J. H. Pearson, Revenue 
mean® Agent of Birmingham, spoke July 27 
rest 18 Wn “Qualification of Pension and Profit- 
e pet MiSharing Plans.” 
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teristics, and determine whether the fidu- 
ciary is willing and able to fill his shoes. 
It would not be amiss for the client to 
set down these matters in a separate 
writing accompanying his will so that 
they might serve as a guide to the trus- 
tee in the eventual execution of its of- 
fice. 

A fallacy frequently followed in nam- 
ing fiduciaries is the selection of an 
individual as executor and a bank as 
trustee or co-trustee. The theory under- 
lying this tandem choice seems to be 
that the executorship is a_ relatively 
simple job and appointment of the wife 
or son as executor will save fees, where- 





as the duties of a trustee, being more 
onerous and enduring, call for special 
qualifications. Yet there are many 
phases of estate administration that re- 
quire prompt and expert attention and 
if bungled could well wipe out any 
saving of fees. Moreover, there are ob- 
vious advantages in having a continuity 
of administration by the same fidu- 
ciaries. 

The foregoing discussion has offered 
no neat tax saving schemes to intrigue 
clients. But perhaps 25 years hence the 
principles outlined here will be as sound 
as they are today and were a quarter 
century ago. 





















































In ILLINOIS trust matters, 
Chicago Title and Trust Com- 
pany offers you and your cus- 
tomers unequaled facilities 
and more than 70 years of ex- 
perience. Among the many 


services we offer are: 


e Testamentary Trust 









Living Trust 
Pension Trust 


Investment Counsel 





Escrow 
Registrar 
Transfer Agent 


a 

* 

ca 

> 

@ Title Insurance Policies 
* 

e 

“ 

e Land Trusts 










Ancillary Administration 


In Illinois, choose experience: choose 
Chicago Title and Trust Company. 
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STEEL STRIKES PERENNIAL 


With chronological regularity capital 
and labor in the steel industry decide 
to disagree; the result, a strike. There 
was a strike in October 1949, a two 
months’ stoppage in 1952, an overnight 
strike in 1954, a shutdown in July 1956, 
and now one in 1959. This is the sixth 
major strike since the end of World 
War II. 

How much the economy loses by 
these altercations is complex; but one 
trend is clear—inflation! Following each 
of these disputes inflationary wage 
trends have occurred in basic industries 
which pattern their operations upon the 
steel industry, and inevitably the cost 
of materials produced by these indus- 
tries has risen. Steel is the most publi- 
cized industry where a clean-cut trend 
has been established between wage in- 
creases and subsequent price additions. 

Usually, the industry’s controversies 
are publicized so well and so far in ad- 
vance that most consumers have suflici- 
ent opportunity to stock up on the 
metal; consequently it is somewhat un- 
usual when major industries are forced 
to materially cut production because of 
a shutdown in steel. 

The steel strike began on July 15; by 
the middle of August some users of 
steel will undoubtedly begin to feel a 
shortage of metal. From that point on, 
it might be surmised that there will be 
growing public pressure to end the 





strike, and quite conceivably the Gov- 
ernment will not be a disinterested by- 
stander. It is possible that the strike 
might last longer than a month, .but if 
practical issues become a dominant con- 
sideration, as they should, it would 
seem to be a good guess that it will not 
continue beyond Labor Day. Mean- 
while, the Government seems reluctant 
to invoke the provisions of the Taft- 
Hartley law, although it is not impos- 
sible that it do so later. 

There was plenty of time for the two 
sides to have reached some agreement 
and even now a prompt compromise 
would seem possible if either made a 
conciliatory gesture. The issues seem 
perfectly clear: the steelworkers seek 
additional hourly wages and certain va- 
cation and fringe benefits, while man- 
agement is firmly resolved this time to 
resist all concessions which would give 
another push to the inflation spiral. In 
view of President Eisenhower’s appeal 
to both sides to limit their settlement to 
a non-inflationary basis, management 
has strong moral support for its stand, 
likewise buttressed by a growing public 
apprehension of our steadily rising price 
levels. While the steelworkers can point 
with justification to the sharp rise in 
indusiry earnings over the last year, 
management also felt that this was an 
opportunity to correct many inefficient 
production procedures under the “feath- 
erbedding” category which have sprung 
up in their plants. 

Maximum steel production in recent 
years was 117 million tons in 1955; 
expectations had been that the economy 
would consume about the same volume 
in 1959. However, in the first six 
months of the year there were produced 
64 million tons, or at an annual rate of 
128 million tons. Various estimates have 
been made of steel production in the 
first half year in excess of normal re- 
quirements as a hedge against the ex- 
pected stoppage but no official figures 
are available. It is possible that inven- 


tories of consumers when the strike be. 
gan were close to 25 million tons. of 
which probably 10 million tons were 
what might be called “abnormal” inven- 
tories or roughly ten weeks supply. Had 
there been no strike, it would have beey 
a foregone conclusion that steel industry 
output in the second half would have 
been at a considerably lower rate than 
during the first six months, inasmuch as 
only 51 million tons would be required 
in the last half to satisfy the year’s total 
indicated usage. This would have meant 
average operations of 69% in the sec. 
ond half against 87% in the first half. 

Insofar as investors are concerned, 
there is no tradition that they will lose 
materially; as a matter of fact, the rec- 
ord shows that in previous strikes, steel 
shares often advanced in price. During 
the 1956 strike, the average of steel 
stocks rose steadily, and continued up- 
ward for several months after its termi- 
nation. This also occurred in 1952. 

More important for the investor is 
the probable demand for steel in 1960. 
All indications are that the economy 
will average out at a higher level than 
in 1959, and total output should conse- 
quently be higher than that estimated 
for 1959. It is not beyond reason to 
foresee a gain of earnings of as much 
as 15% in 1960 over the 1959 rate. 
Whereas the eight leading steel company 
common shares sold at an average of 
12.7 times estimated 1959 earnings 
when the strike began in mid-July, they 
were then selling at roughly 10.9 times 
a current guess on 1960 earnings pros- 
pects. This price earnings ratio is com- 
paratively modest considering the gen- 
eral trend of the stock market; there- 
fore, it leaves room for a_ material 
further advance in the prices of steel 
shares, assuming that the economy con- 
tinues its expansion over the next year 
or so. Earnings of the major steel com- 
panies for the first six months of 1959 
vs. 1958 have shown remarkable re 
covery, as shown in Table 1. 





TABLE 1: EARNINGS PER 
1959 

Ist Qtr. 2nd Qtr. 
Pi ss i eS SS $1.99 
Bethlehem 1.06 1.58 
Inland . = noe 1.40 
Jones & Laughlin _. 1.97 3.34 
jt. Bat eee 2.20 3.06 
Repu. 2. 1,71 2.57 
U.S. Ca 1.86 2.64 
Youngstown S.& TT. = 3.33 4.95 
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SHARE 
1958 

6 Mos. 6 Mos. fe SE a eee 

$3.42 $1.42 Bethlehem _ 
2.64 1.13 OSS Sees 
2.43 1.17 Jones & Laughlin _ 
5.31 0.64 National... - 
5.26 1.39 Republic ____.____. 
4.28 1.53 ae Se" Spee 
4.50 2.29 Youngstown §S. & T. 
8.28 2.27 





TABLE 2: POSSIBLE 1959 PER SHARE EARNINGS 


Estimated 
1958 1959* Price P/E 
$3.89 $5.41 $ 79 14 
2.97 4,22 58 14 
2.77 3.83 52 14 
2.79 8.65 80 9 
4.80 8.32 94 11 
3.96 6.85 17 11 
5.13 7.14 1.05 15 
6.23 13.23 1.43 11 


*Based on first half earnings, plus 2nd quarter earnings. 
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Earnings of the steel companies for 
the third quarter will range from very 
low to none at all. On the other hand, 
should the strike be settled by the end 
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-----~-FLINTKOTE ~~~ 


a 


Manufacturer vj ine Broadest Line 
of Building Products in America 


THE FLINTKOTE COMPANY 


New York 20, N. Y. 
quarterly dividends 


have been declared as follows: 


Common Stock* 
45 cents per share 


$4 Cumulative Preferred Stock 
$1 per share 


$4.50 Series A Convertible Second 
Preferred Stock 
$1.121% per share 
These dividends are payable Sep- 
tember 15, 1959 to stockholders of 


record at the close of business 
August 20, 1959. 


JAMES E. McCAULEY 
Treasurer 





August 5, 1959. 
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Pullman 
Incorporated 


— 392nd Dividend — 
93rd Consecutive Year of 
Quarterly Cash Dividends 


A quarterly dividend of 
seventy-five cents (75¢) per 
share will be paid on Septem- 
ber 14, 1959, to stockholders 
of record August 21, 195¥. 


CHAMP CARRY 


President 

















of the current quarter, it is a foregone 
conclusion that the industry will operate 
at a very high rate in the fourth quarter. 
It would not be unusual, therefore, to 
find earnings of the fourth quarter ap- 
proximating those of the second quarter. 
As a sort of guess, therefore, earnings 
for the full year will be the six months 
already reported plus the second quar- 
ter earnings. With the 1960 outlook 
bright, it is reasonable to deduce that 
steel shares have further opportunity for 
price appreciation. 

MicuaEL S. THOMAS 

R. W. PRESSPRICH & CO. 

AAA 

Connecticut Bank Fund Makes 

Initial Report 


Connecticut Fiduciaries’ Fund, Inc., 
reported a valuation of $10.40 per share 
at April 30, 1959 at conclusion of its ini- 
tial six months of operation as a regula- 
ted investment company, during which 
period two dividends totalling $.19 per 
share were disbursed. or 3.8% on the 
original $10. share participation cost. 
The Fund was established to provide an 
investment vehicle for trust institutions 
which do not operate a common trust 
fund. 

At report date, there were eight Con- 
necticut trust institutions holding shares 
in the $1,352,309 of net assets at market 
valuation. Composition of the Fund’s 
portfolio was approximately 49.59% in 
common stocks and the balance in di- 
versified Governments, municipals, cor- 
porates and preferred stocks. 

Officers are: President—Curtiss L. 
Sheldon, vice president and trust officer, 
New Britain National Bank; Vice Presi- 
dent—Walter J. Vanlenten, vice presi- 
dent and trust officer, Danbury National 
Bank; Treasurer—Ray W. Howard, as- 
sistant vice president and trust officer, 
New Britain National Bank; Secretary— 
Frank J. Potetz, trust officer, The New 
Britain Trust Co. Acting as Chairman of 
Investment Committee is Herbert E. 
Carlson, senior vice president and trust 
officer, The New Britain Trust Co. 











Cities Service 
COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company on July 17, 
1959, declared a quarterly dividend of sixty cents ($.60) per 
share on its Common Stock, payable September 8, 1959, to 
stockholders of record at the close of business August 14, 1959. 


FRANKLIN K. FOSTER, Secretary 
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Uniteo States Lines 


Company 
Common 
Stock 
DIVIDEND 





The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable September 4, 
1959, to holders of Common Stock of 
record August 14, 1959. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, N. Y. 























AMERICAN ELECTRIC 


POWER COMPANY, Ine. 
ae 





198th Consecutive Cash Dividend 
on Common Stock 


e Avesuler quarterly dividend of Forty- 

two cents ($.42) per share on the 
Common Capital Stock of the Company, 
issued and outstanding in the hands of the 
public, has been declared payable Sep- 
tember 10, 1959, to the holders of record 
at the close of business August 10, 1959. 


W. J. ROSE, Secretary 
July 29, 1959. | 

















Southern California 


Edison Company 


DIVIDENDS 


The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


CUMULATIVE PREFERRED STOCK: 
4.08% SERIES 
Dividend No. 38 
25/2 cents per share; 
4.24% SERIES 
Dividend No. 15 
26/2 cents per share; 
4.78% SERIES 
Dividend No. 7 
297/g cents per share; 
4.88% SERIES 
Dividend No. 47 
3012 cents per share. 


The above dividends are pay- 
able August 31, 1959, to 
stockholders of record Au- 
gust 5. Checks will be mailed 
from the Company's office in 
Los Angeles, August 31. 


P.C. HALE, Treasurer 


July 16, 1959 
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EQUITY CHANGES IN COMMON TRUST FUNDS 


HERE ARE MANY REASONS FOR SELL- 
gf ies investments of a Common Trust 
Fund: for profit taking, to balance the 
proportion of stocks in the different in- 
dustrial categories, or to keep within a 
total common stock percentage fixed by 
law, as for “legal” funds in some states. 
Furthermore, individual trust accounts 
on terminating in a particular quarter 
will require from the Fund cash pay- 
ments for their share of units. Hence 
the sale of a particular company’s stock, 


as one trust correspondent pointed out, 
may involve no question of the quality 
of future prospects of the company 
concerned. Sometimes a single Common 
Trust Fund will both sell and buy a 
particular stock within the same quarter. 
These quarterly reports in TRUSTS AND 
EsTATEs represent activity, leaving the 
reader to make such qualitative analyses 
of the companies that interest him as 
he may think appropriate. 

Purchases, likewise, are made for 


many reasons. A trust investment com. 
mittee may decide its Common Trusi 
Fund is large enough to include a field 
of business not originally contemplated, 
Changes may occur in the membership 
of the committee or in the top manage. 
ment, with attendant new ideas on ip. 
vestment policy. Some field of busines 
or industry may have passed through 
the experimental stage and reached a 
degree of stability to attract trust ip. 
(Continued on page 751) 





“N” and “S” columns refer to number of Funds reporting this quarter that newly purchased or sold out that stock. “H” column represents total number 
of Funds now holding that stock according to latest reports; i.e. 1958 year-end figure (T&E, April, p. 342) adjusted for subsequently reported changes, asterisk 


denoting new additions. 


Drucs, Foop, Tospacco 


Abbott Laboratories . ‘ 
Amer. Home Products ........ 4 
Amer. Tobacco. .................... 
Beech-Nut Lifesaver; 
Borden . 
Bristol-Myers DO LE 
Campbell Soup ...... ............... 
MII Soret cnesincajerece 
Colgate-Palmolive 

Corn Products . 

Foremost Dairies .... 
General Foods .......... 
General Mills 

Great Western Sugar 

Mead Jchnson 

Merck : 

National Biscuit _ : Sane 
National Dairy Products ae 
Parke, Davis .......... 

Eat Milk ............ 

Chas. Pfizer 

Philip Morris 

Quaker Oats ...... paces 
R. J. Reynolds Tobacco ez 
Schering 

Ry NIIID xi cccinscacexnsssinive 
Standard Brands ................... 
Sterling Drug ‘ 
Sunshine Biscuit —................ 
Swift Pe ete Sines scick ek des apueod 
United Fruit. 

Upjohn ....... 
Warner-Lambert Pharm. 
Wilson & Co. 


FiInANciAL & INSURANCE 
Aetna Insurance ............ 1 
Amer. Insurance 

Amer. Surety 

Amer. Trust, San Fran-isco 
Bank of America 

Boston Insur. + 

Chase Manhattan Bank . 
Chemical Corn Exch. Bk. 
C.1L.T. Financial .......... 
Commercial Credit 
Continental Insurance 
Fireman's Fund Ins. ............ 
Firstamerica ...... 

First Nat. Bk., Boston 

First Nat. Bk., St. Louis .. 
First Nat. City Bank 
Great American Ins. 
Hanover Bank 

Harris Tr. & Sav. 

Home Insurance ____. 
Insurance Co. of No. Amer. 
PO! ee a a Ne 
Manufacturers Trust . 
Marine Midland 

Morgan Guaranty Trust .... 
Nat. City Bk., Cleveland .... 
Nat. Life & Accident Ins. .. 
Nat. Standard Life Ins. 
New York Trust. .................. 
*Northwestern Nat. Ins. 

Bg ES Oe 
Seaboard Finance . 
Transamerica 

U. S. Nat. Bk., Portland .. 


INDUSTRIAL 
Addressograph-Multigraph .. 
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Air Reduction 1 
Allied Chemical ...... 
Allis-Chalmers 
Alpha Portland Cement ...... 
Amer. Can 
Amer. Cyanamid .... cao de 
*Amer. Metal Products | 
Amer. Standard _._ 
Anchor Hocking Glass 
Armstrong Cork 
Babcock & Wilcox 
*Baldwin-Lima-Hamilton 
Bendix Aviation 
*Black & Decker 
Borg-Warner 
Burroughs 
Carbkorundum . 
Carrier ...... 
Caterpillar Tractor wee 
Chrysler aR ER ae 
Cluett Peabody : 
Container 
Continental Can 
Corning Glass Works 
Crown Zellerbach .... 
Diamond Alkali ........ 
Deere 
Dow Chemical 
du Pont —_.. 
Eastman Kodak 
*Emhart Mfg. .............. 
Eversharp...... 
Federal Paperboard . 
Fibreboard Paper Prod. __. 
Firestone Tire & Rubber .... 
Food, Mach. & Chem. 
Foote Mineral 
Ford Motor ............. 
General Amer. Trans. 
General Dynamics 
General Electric 
General Motors de on 
General Portland Cement a 
General Tire & Rubber ...... 
Gillette 
Glidden 
B. F. Goodrich .. es 
Goodyear Tire & Rubber . ” 
W.. 2. Giate .....i.. 
Hercules Powder 
Hewitt-Robins ....................... 
Hooker Chemical 
he, nee ne 
International Bus. Mach. . 
International Harvester ...... ‘ 
International Min. & Chem. 
International Paper ... 
International Shoe a 
International Silver ........... 
I.T.E. Circuit Breaker 
Johns-Manville .... 
Joy Mfg. ......... 
Kimberly-Clark . 
Lehigh Portland Cement .... 
Libbey-Owens-Ford Glass .. 
Lone Star Cement ................ 
McGraw Edison 
Minn.-Honeywell Regulator 
Monsanto Chemical 
National Cash Register 
National Gypsum ................ 
Owens-Illinois Glass ... 
Pennsalt Chemicals 


_ 
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Philips Gloeilampen 
Pittsburgh Plate Glass ........ 
Purex ‘ - 
Radio Corp. “of “Amer. 

St. Regis Paper 
*Simplicity Pattern 

MAI DRMIRNE x5 ccc epicssaceancnscoses 
Square D ......... 

Sunbeam 

Sutherland Paper 

Texas Gulf Sulphur 
*Textron 

Thompson Ramo Wooldridge 
Timken Roller Bearing .... 
Union Carbide 

United Aircraft 

U. S. Gypsum . 

U. S. Pipe & Foundry ......... 
U. S. Rubber 

Victor Chemical 
Westinghouse Electric .......... 
Weyerhaeuser Timber 
Woodward Iron 

Wale: Me. TOWOE: q.cocsscssicinsccesses 


MERCHANDISING & 
MIscELLANEOUS 
POE JOR Scot cctectessciatens 
*Amer. Express 
Amer. Stores 
Federated Dept. Stores 
First National Stores 
W.. tT. Grant ....... 
Great Atlantic & Pac. ‘Tea . 
| ee Oe 
Jewel Tea .. 
Kroger ; pes 
May Dept. Stores passatuuniabshasis 
Montgomery Ward 
G. C. Murphy 
National Tea 
Safeway Stores 


F. W. Woolworth 
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PetroLeuM, Mininc & METALS 
6 


Allegheny Ludlum Steel .... 
Aluminium, Ltd. 

Aluminum Co. of ‘Amer. 
III Sci asin abt ecscosavnes 
Armco Steel 

Atlantic Refining Ry eae 
Bethlethem Steel .................. 
Continental Oil 
Copperweld Steel .... 

Gulf Oil 

Halliburton Oil Well Cem. 
International Nickel 
Kennecott Copper ................ 
Kerr-McGee Oil Ind. 
National Steel 

Newmont Mining .... 

Phelps Dodge 

Phillips Petroleum ... 
Pure Oil 

Republic Steel 

Reynolds Metals 

“Royal Dutch Petroleum 
Shell Oil 

Sinclair Oil .... 

Skelly Oil - ‘ 

Socony Mobil “Oil” 

Standard Oil—California .... 
Standard Oil—Indiana 
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Standard Oil—New Jersey 
Texaco .. - 
Texas Pacific Coal & Oil” : 
U. S. Steel 3 
Youngstown Sheet & Tube 
Pusiic UTILIitIEs 
Amer. Elec. Power 
Pomme. PERG. GR nncncccsccicccese. 1 
Amer. Tel. & Tel. . 
Arizona Pub. Serv. 
Baltimore Gas & Elec. 
Boston Edison Ze. 
Central Tlinois Lt. ............ 
Central & Southwest . 
Cincinnati Gas & Elec. os 
Cleveland Elec. Illum. ..... 
Colorado Interstate Gas ...... 
Columbia Gas System .... 
Commonwealth Edison = 
Consolidated Edison ............ 
Consolidated Nat. Gas ....... 
Consumers Power ............ 
Delaware Pwr. & Lt. 
Detroit Edison 
Duquesne Light 
General Public Utilities __ 1 
General Tele. Electronics .... 4 
Houston Ltnge. & Pwr. 
*Houston Nat. 1 
Idaho Power .......... ese. 
Indianapolis Pwr. & Lt. ~% 
yj 
1 


N 
Standard Oil—Kentucky .... 1 
3 
2 
1 


— mm DD 1D 


Kansas City Pwr. & Lt. . 
Middle South Utilities ... 
National Fuel Gas ...... 
New England Elec. System 
Niagara Mohawk Pwr. ...... 2 
Northern Illinois Ges : 
Northern Nat. Gas .............. 
Northern States Pwr. ........ 
Ohio Edison 
Pacific Gas & Elec. ............ 1 
Pacific Lighting .................. 1 
Penn. Pwr. & ths... 1 
Peoples Gas Light & Coke 1 
Potomac Elec. Pwr. 1 
Public Service—Colorado . 
Public Service—Indiana 
San Diego Gas & Elec. ..... 
*South Jersey Gas 
So. California Edison 
So. Natural Gas ................. 
*Toledo Edison 
Union Electric (Mo.) 
United Gas Improvement . 
Uien Peweswde BA. nn... 
Virginia Elec. & Pwr. ..... 
Wisconsin Elec. Pwr. .......... 
TRANSPORTATION 
Amer. Airlines 
Atch. Top. & Santa Fe .... 
Baltimore & Ohio ............--.. 
Chesapeake & Ohio 3 
*Cleveland & Pittsburgh ...... | 
Louisville & Nashville ... 
Norfolk & Western ............ 4 
Northern Pacific 1 
Southern Pacific .................... 1 
Tennessee Gas Trans. 
Texas Eastern Trans. 
Union Pacific 
Union Tank Car .. ae 
jane en Neer 
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Keyed cutaway of a Nevins 40-foot yawl shows a few of the many places where Anaconda Marine Metals are used 
in building fine boats. Designed by Sparkman & Stephens, N. Y. Built by Nevins Yacht Yard, City Island, N. Y. 


How metals from Anaconda 


make smooth sailing for boatmen 
...and all industry 








REFERENCE LIST 
FASTENINGS: 1 Keel and frame bolts, 2 screws for 
planking, fittings, and hardware—Everdur. 
FITTINGS: 3 turnbuckles, 4 cleats, 5 chocks, 
6 winches, 7 all spar fittings—Everdur. 
STRUCTURAL: 8 Hull strapping, 9 chain plates, 
10 mast step, 12 centerboard and 12 trunk, 
13 rudder strapping and fittings—Everdur. Power 
boat metal parts in slipstream or turbulence— 
naval brass, manganese bronze or 
phosphor bronze. 14 Rudder post—Tobin Bronze 
HARDWARE: Hinges, handles, 15 lights, trim, 
16 binnacle housing—brass or Everdur. 
POWER: 17 Propeller shafting—Tobin Bronze. For 
high speed, heavy duty—Tempaloy. Fuel line, 
18 muffler, 19 exhaust tubing—copper. 
20 Fuel tank—tinned copper or tinned Everdur. 
MISCELLANEOUS: 21 Plumbing for head and galley— 
copper tube with brass or bronze fittings. 
22 Water tanks—tinned copper or tinned Everdur. 
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Rough water, salt spray, brisk winds— 
the very elements that make boating the 
popular and thrilling sport it is—are 
also a boat’s relentless enemies. To 
withstand the twists and strains of even 
normal running and to stave off corro- 
sion’s attack, metals of many special 
kinds are required: For instance, 
Everdur® for fittings and fastenings; 
Tobin Bronze® and Tempaloy® for 
propeller shafting. 

Because the yawl above contains vir- 
tually every important metal part found 
on any type of pleasure boat, it illus- 


trates the numerous ways these Ana- 
conda Metals make for sound construc- 
tion and safer boating. The develop- 
ment of marine metals for pleasure, 
naval, and commercial craft demon- 
strates just one facet of Anaconda’s 
broad research program in the non- 
ferrous metal field. 

If you would like to receive a free 
copy of our illustrated twenty-page 
booklet, “Know the Metals in Your 
Boat,” write to Department 7, The 
Anaconda Company, 25 Broadway, 
New York 4, N. Y. S9174A 


ANACONDA 


PRODUCERS OF: COPPER > ZINC» LEAD + ALUMINUM « SILVER 
GOLD + PLATINUM + PALLADIUM * CADMIUM>* SELENIUM + TELLURIUM 
URANIUM OXIDE » MANGANESE + ARSENIC * BISMUTH + INDIUM 
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BATTLE oF CapiToL HILL 


“Something for nothing,” though a 
vain pursuit, still intrigues mankind and 
probably it always will. If this sounds 
platitudinously sophomoric (or vice 
versa), it can’t be more so than some 
of the economic inanities churned up by 
our Washington solons in debating 
elimination or revision of the long stand- 
ing, but no longer realistic, 41//% limi- 
tation on Government bond coupons. 

Among these choice examples of jum- 
bled thinking is the contention that the 
Reserve Board has arbitrarily boosted 
the cost of money, thereby contributing 
to higher production costs and rising 
prices to the consumer. The solution 
would, of course, be for the Fed to 
supply sufficient reserves to care for all 
demands, while supporting concurrently 
the Government medium and long term 
markets, in addition to whatever it 
might elect to do in the bill market. It 
is estimated that interest represents 
probably no more than 3% of total pro- 
duction costs, hence it seems far-fetched 
to ascribe to this item such an undue 
degree of influence. Furthermore, going 
rates are not high historically compared 
with some 30 years ago before Keynes- 
ian theories and a managed economy 
based upon artificially cheap money be- 
came fetishes. 

What our congressmen fail to realize 
is that, although it is always convenient 
to have the Federal Reserve as a whip- 
ping boy, this body follows, rather than 
initiates, the money market. Its job, as 
explicitly stated by Chairman Martin, 
is to regulate the supply of credit so 
that legitimate needs can be met, while 
restricting unsound expansion which 
could sow the seeds of future excesses. 
Borrowing and lending are transacted 
through many financial media but an- 
nouncement of a change by the Reserve 
authorities is taken as an arbitrary act, 
rather than an adjustment to an exist- 
ing condition of supply and demand. 

The political approach to “something 
for nothing” is, consequently, access to 
funds for pet projects with little or no 
regard to estimated budget income and, 
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of course, at low rates. This philosophy 
has now come into conflict with Treas- 
ury and Reserve officials who are sensi- 
tive to the critical status of the dollar 
internationally and of the difficulties of 
rolling over the national debt. Congress 
evinced no reluctance in again raising 
the debt limit temporarily but it has 
chosen to make a hot issue of the inter- 
est ceiling in a patent attempt to exer- 
cise some degree of influence over the 
Reserve’s control mechanism. 


The fact that the 444% limit has 
stood unchanged for so many years is 
less important than the fact that the 
money market has said that the Treasury 
cannot borrow within that limit. If the 
Treasury is to do an effective job, with 
the short-term debt load looming more 
menacingly every day, it must have the 
widest latitude and without its hands 
tied. 


Once more our Congressional econo- 
mists have raised the specter of a pegged 
Government bond market, proving that 
the eight years since the accord of 1951 
have erased memories of the Fed in the 
role of an engine of inflation. To advo- 
cate return to this discredited policy 
would only hasten deterioration of the 
dollar internationally and increase ad- 
verse pressures. 


At this writing, the House Ways and 
Means Committee and Secretary Ander- 
son are reported to have arrived at an 
understanding which will take both the 
Democratic majority and the Admini- 
stration “off the hook” and still appear 
as a rebuff to Chairman Martin for his 
outspoken opposition to a two year sus- 
pension of the interest rate or to sad- 
dling the monetary authorities with the 
obligation to buy Governments of vary- 
ing maturities. The most important con- 
sideration is that the Fed remain free to 
act in its discretion without strings. Mr. 
Martin is respected, if not popular, in 
political circles and his unswerving de- 
fense of orthodox monetary policies 
guarantees that his tenure in office would 
not long survive any restrictions upon 
the Board’s authority. 


Stocks REGISTER SUMMER 
Butce DEspPITE STRIKE 


The mid-July incidence of the steel 
strike left investors and speculators un- 
perturbed, as expected, although it may 
have instilled a shade more of caution 
here and there. Steel stocks moved ahead 
over the last half of the month, with 
the D-J industrial average closing out 
July at the all-time high of 674.88, after 
having registered earlier an intra-day 
top of 677.28. Despite the apparent 
healthy aspect of the market indicated 
by these figures, it is perhaps not un 
usual that both investment and specula. 
tive viewpoints are becoming increasing. 
ly divergent as time passes and new 
highs are reached. Thus far, the tradi- 
tional summer rise has followed sched. 
ule but crosscurrents and widely varied 
action of groups and companies have 
become more pronounced. 


Second quarter and half year earnings 
reports have been overwhelmingly good, 
raising corresponding hopes of more 
generous dividend or stock distribution 
treatment for the end of the year. Ma- 
chine tool orders, known as a long lead- 
time indicator, moved sharply upward 
in June as compared with a year earlier 
and evidences of rising capital outlays 
are reported. The petroleum group, long 
a favorite of large institutional investors 
but with considerable of its glamor dis 
sipated over the past year, began to 
attract renewed buying interest as sharp: 
ly improved first half reports indicated 
at least some alleviation of the supply: 
demand equation. 


Not all stock groups have participated 
equally in the advancing tendencies in- 
dicated by the industrial average. This 
is, of course, true of all markets but it 
has been especially characteristic over 
the last several years. Outstanding in 
this regard is the rail group which 
seemed on the verge of a major forward 
move early in July but which has been 
affected considerably by the prospect of 
a strike-induced decline in carloadings. 
If the strike is not too protracted, this 
would not be too serious but there is 
also a chance that the roads may have 
some labor trouble of their own at the 
end of this month. As a strictly service 
industry, the combination of these two 
influences could have marked influence 
on earnings and further cool investor 
enthusiasm. 


The fact that more frequent refer- 
ences to the bond market are being 
made by market commentators in Ie 
cent months indicates that this “poor 
relative” has not been entirely forgotten, 
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even if it has not been in the speculative 
limelight. Although the pendulum re- 
mains on the stock side so far as general 
interest is concerned and is likely to so 
remain indefinitely, the inference can 
only be that some early birds are find- 
ing there attractive values and income. 
(Income, in case you have forgotten, is 
what investors sought before capital 
gains became popular.) Continued de- 
mand for money is likely to hold interest 
rates around current levels or even raise 
them somewhat, in the opinion of money 
market students, but some investors are 
apparently willing to nibble tentatively 
when offerings become available at the 
right price. 


PENSION Funps Favor EQUITIES 


Common stocks continue to fill an im- 
portant niche in employee retirement 
funds, according to the sixth annual 
survey conducted by Commerce Clear- 
ing House, the national tax and business 





EQUITY CHANGES 
(Continued from page 748) 


vestors, while still being a young and 
potential “growth” industry. Processes 
and patents as well as products may 
affect popularity and product sales. 

The “new purchases” reported in 
these quarterly changes are only those 
companies in which one or more funds 
are newly investing. They represent the 
new directions in which trust investment 
committees are looking for opportuni- 
ties. But the bulk of new money in 
practically all Common Trust Funds is 
funneled into the enlargement of hold- 
ings already in the portfolio. 

Common stocks of 203 companies 
were newly purchased and 153 com- 
panies were completely sold out by one 
or more of the 228 Common Trust Funds 
that reported to TRUsTs AND ESTATES 
for the quarter ending June 30. 

Of the companies whose stock was 
newly purchased in this quarter, 13 are 
new additions to the overall list of Com- 
mon Trust Fund equity holdings at the 
end of 1958. These are designated by an 
asterisk. On the other hand, 8 of the 
companies whose stock was sold out by 
one or more Funds thereby disappear 
from the list. 

Net increases were not as numerous as 
in the previous quarter. The greatest ad- 
vance in number of Funds holding a 
stock was five for Commercial Credit 
and Ford Motor. A gain of four was 
tegistered by Chase Manhattan Bank, 
du Pont, Safeway Stores, Aluminum 
Company of America and Norfolk & 
Western. 
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law reporting authority. A summary of 
221 companies with fund assets with 
market valuation of $3.7 billion at the 
end of 1958 indicated equity holdings 
at 36% of the total, as compared with 
approximately 31% one year before. 
Whether this advance represents greater 
investment concentration or is merely 
a reflection of the overall market rise 
in stock prices during the year is not 
ascertainable. In any event, it appears 
that stocks remain of major interest to 
these 151 pension and 70 profit-sharing 
plans, the average age of which is ten 


years. 
Other media were represented by 


38% in corporate bonds, 11% in Gov- 
ernments, 5% in mortgages and real 
estate and 4% in preferred stocks. All 
these sectors, except for real property, 
were a shade below the previous year. 
Governments and preferreds have been 
declining steadily in recent years, ac- 
cording to the study, in favor of more 
experimental and presumably better- 
yielding media. 

Of the 218 trusts which reported 
yields, the median was 4%, with profit- 
sharing trusts in the van, 19 of the latter 
reporting above 7% while only three 
pension funds were able to match this 
figure. 
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PUBLIC UTILITY, INDUSTRIAL 
& RAILROAD BONDS 


INVESTMENT STOCKS 


Knowledge, Experience, Facilities for Investors 


R. W. Pressprich & Co. 
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New York Stock Exchange 
American Stock Exchange ( Assoc.) 
Midwest Stock Exchange 


48 Wall Street, New York 5, N. Y. 
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Prepared monthly for TRUSTS AND ESTATES by Moody’s Investors Service 





YIELDS oF YIELDS oF PRICES, DIVIDENDS 
TAXABLE TREASURIES CORPORATE BONDS AND YIELDS 
BY MATURITY GROUPS BY RATINGS 125 INDUSTRIAL STOCKS 
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1956 1957 1958 1959 —- 1956 I957 1958 1959 1956 1957 1958 1959 
End of Month Range for Period_.____ 
1959 1959 1958 1959 1951-58 
July June July High-Low High-Low 1946-50 1941-45 1931-40 1919-19380 
1. U.S. Government Bond Yields 
3-Year Taxable Treas. _.....----— ‘/ 4.59 4.54 2.43 4.59-3.72 4.10-1.35  1.68-0.90 1.32-1.07 (a) (a) (a) 
6-Year Taxable Treas. _..... ss‘ 4.55 4.50 2.88 4.60-3.87 4.12-1.75  1.87-1.06 1.70-1.24 (a) (a) (a) 
10-Year Taxable Treas. % 4.41 4.38 3.23 4.52-3.86 4.01-1.95  2.10-1.38 2.10-1.49 (a) (a) (a) 
Bank 214s, 9/15/72-67 — aw % 4.21 4.21 3.17 4.26-3.77 8.86-2.21 2.43-1.96 2.48-2.03 (a) (a) (a) 
Victory 2%4s, 12/15/72-67 __ % 4.06 4.10 3.15 4.15-3.76 3.83-2.44 2.48-2.08 2.50-2.37 (a) (a) (a) 
84s, 1983-78 ___. N% 4.05 4.08 8.45 4.12-3.83 3.84-2.59 (b) (b) (b) (b) 
3s, 1995 % 3.77 3.83 3.31 3.88-3.65 3.68-2.94 
2. Corporate Bond Yields 
Aaa Rated Long Term % 4.44 4.47 3.71 4.49-4.09 4.15-2.65 2.91-2.45 2.88-2.59 5.75-2.70 6.38-4.42 
Aa Rated Long Term —.--. ---—_ % 4.59 4.59 3.86 4.59-4.20 4.31-2.70  2.98-2.53 3.06-2.66 7.03-2.90 6.84-4.59 
A Rated Long Term —____.... % 4.73 4.71 4.10 4.76-4.39 4.51-2.87 3.28-2.67 3.39-2.78 9.23-3.35 7.71-4.91 
Baa Rated Long Term _.__--__E. % 5.07 5.05 4.57 5.11-4.82 5.11-3.15 3.57-2.93 4.47-3.06 12.96-4.42 8.56-5.32 
8% ‘Tax Exempt Bond Yields 
Aaa Rated Long Term —._..____-_-___ % 3.48 3.45 2.84 3.54-3.06 3.45-1.28 1.98-0.90 1.84-0.93 2.81-1.56 (d) (d) 
Aa Rated Long Term sis‘ % 3.71 3.73 3.05 3.80-3.21 3.72-1.87  2.21-1.04 2.11-1.21 3.02-1.78 (d) (d) 
A Rated Long Term — ~~. ones, OE 3.97 3.97 3.29 4.03-3.53 3.98-1.72 2.64-1.28 2.49-1.49 3.29-2.11 (d) (d) 
Baa Rated Long Term —....---- ss % 4.39 4.38 3.83 4.46-3.92 4.51-1.98 3.05-1.57 2.94-1.80 3.71-2.60(d) (d) 
4. Preferred Stock Yields 
Industrials—High Dividend Series 
High Grade % 4.67 4.71 4.28 4.71-4.36 4.68-3.80  4.09-3.28 4.37-3.55 6.54-3.83 6.79-4.75 
Medium Grade _.....__-—- % 4.96 4.99 5.09 4.99-4.78 5.60-4.45 5.08-4.14 5.94-4.33 12.73-4.91 8.05-5.61 
Industrials—Low Dividend Series 
eee 4.45 4.47 4.16 4.48-4.28 4.67-3.46 3.92-8.27(e) (e) (e) (e) 
Medium Grade _.._>_-_- > >—— 4.73 4.88 4.61 4.88-4.65 5.16-3.80 4.20-3.52 (e) (e) (e) (e) 
Utilities—Low Dividend Series , 
pO ee X 4.79 4.85 4.42 87-4.55 5.00-3.78 4.24-3.40 (e) (e) (e) (e) 
Medium Grade —._-_---.. —% 5.01 4.96 4.79 5.01-4.82 5.34-4.18 4.65-3.69 (e) (e) (e) (e) 
&. Common Stocks 
125 Industrials—Prices (g) ——~ $196.07 187.48 151.57 196.07-174.47 158.98-66.75 64.46-43.20 49.30-22.69 49.10-10.56 78.06-34.81(f) 
125 Industrials—Div. (g) —.___- 5.80 5.80 5.74 5.80-5.68 5.94-4.138  4.44-1.76 1.94-1.52 2.05-0.72 2.53-2.16(f) 
125 Industrials—Yields _..._-+»_+_ % 2.96 3.09 3.79 3.28-2.96 6.79-8.63 7.29-3.20 7.71-3.56 10.13-2.59 6.21-3.19 (f) 


(a)—U. S. Govt. Bond Yields in this series date from Jan. 5, 1943. 


(e)—Low Dividend Preferred Yield Averages in this series date from 








(»)—U. S. Govt. Bond Yields in this series date from April 15, 1953. 
(e)—U. S. Govt. Bond Yields in this series date from Feb. 15, 1955. 


(4)—Tax Exempt. Yield Averages in this series date from Dec. 1, 1936. 
*Revised 


Jan. 2, 1946. 


(f)—125 Industrials Averages date from Jan. 1, 1929. 


(g)—Dollars per share. 
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there’s more to Cities Service 
than meets the eye! 


Millions enjoy the convenience of the Lincoln 
Tunnel each year—but few realize the planning, 
the investment, the mammoth human achieve- 
ment it represents. 

Likewise, the motorist at a service station is 
seldom aware of what’s behind the tankful of 
gasolene he orders so simply. 

Cities Service, for example, searches four con- 
tinents for the oil to meet his request. It has its 
own “navy” of ocean going tankers. It uses a 

Lincoln Tunnel now serves pipeline network that could girdle the globe. Its 

nearly 25 million vehicles an- investment in modern facilities exceeds a bil- 

pare , with the $100-million lion dollars and its employees and stockholders 

ird tube greatly easing the mame anavbe & -t f ‘li 

flow. Inside, 80 fans provide a Arden vista tah Soypicmea 

complete change of air every _ Moreover, preparing for the greater job that 

1% minutes, while a master lies ahead, Cities Service has invested $350- 

control monitors exhaust gases million just in the last two years. 

and operates traffic signals. Only in this way can America be given what 
she needs for progress—more jobs, more and 
better petroleum products. 


IKS FIRST cenTURY 
“BORN IN FREEDOM 
? WORKING FOR proGRESS 
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last year we provided over 125° 
solutions to the problems of 


Estate Portfolio 
Distribution 












































In 1958 Kidder, Peabody sold over 125 blocks of stock* 


which were owned by individuals and corporations other 








than the issuer. Many of these blocks represented parts of 
estate and trust portfolios, large and small. 














Our successful handling of their distribution and sale was 
based on Kidder, Peabody’s ability to find the appropriate 














market for the type and number of securities held—and to 











make the most effective use of it. 








Some of the blocks were Private Placements—a major 





means of disposing of large blocks of stock. We offer broad 











knowledge and experience in determining how, when and 











where to use this. method..and the best terms on which 











financing can be arranged. 








Others were Secondary Offerings which, in order to have 





maximum success, require national coverage, facilities, dis- 





tribution and the ability to place stocks in the hands of 





strong individual and institutional buyers. 





We are thoroughly familiar with the variety of techniques 





for selling blocks of stocks on the floors of national stock 








exchanges. 





If you are facing problems of distribution and sale of an 





investment portfolio for an estate or trust, our partners 





would be glad to discuss your particular situation at your 





convenience. Call or write the Resident Partner in the 





Kidder, Peabody office nearest you. There is no obligation. 








Kipper, PEasopy & Co. 


FOUNDED 1865 





New York 5 - 17 Wall Street - HA 2-8900 - New York 17 - 10 East 45th St. - MU 2-7190 




















Boston 10 - 75 Federal Street - LI 2-6200 + Puitapetputa 9 - 123 So. Broad St. - KI 5-1600 - 
Los ANGELEs 14 - 210 W. 7th Street - MA 8-3271 - San Francisco 4 - 140 Montgomery St. - EX 7-4900 


Number 


of Shares 


50,000 
33,000 
6,000 
5,000 
25,000 
37,000 
10,000 
5,000 
130,000 
10,000 
15,000 
100,000 
108,925 
11,200 
74,925 
33,000 
20,000 
10,000 
25,000 
6,000 
30,000 
10,500 
5,000 
5,000 
30,000 
10,000 
16,400 
9,000 
100,000 
9,000 
106,150 
10,000 
177,235 
150,000 
30,000 
11,400 
15,000 
10,000 
5,000 
3,500 


*A Partial Listing 


Company 
ACF Industries, Inc. 
American Insurance Co. 


American Investment Co. of Illinois 


American Telephone & Telegraph 
Bendix Aviation Corp. 
Beneficial Finance Co. 
Bethlehem Steel Corp. 
Boeing Airplane Co. 

Chrysler Corp. 

Commercial Credit Co. 
Container Corp. of America 
Douglas Aircraft Co. 
Duffy-Mott Co. 

Federated Department Stores 
Florida Steel Corp. 

General Time Co. 
Gustin-Bacon Mfg. Co. 

Hertz Corp. 

Interstate Power Co. 

Kern County Land Co. 
Koppers Co. 

Louisville Gas & Electric Co. 
Northern Natural Gas Co. 
Panhandle Eastern Pipe Line Co. 
Pittsburgh Plate Glass Co. 
Plough, Inc. 

Republic Steel Corp, 
Richfield Oil Corp. 

William H. Rorer, Inc. 
Sears, Roebuck & Co. 

Socony Mobil Oil Co., Inc. 
Standard Oil Co. of California 
Standard Packaging Corp. 
Standard Pressed Steel Co. 
Suburban Gas Service 

Union Carbide Corp. 

Union Electric Co. 

United Gas Improvement Co. 
United Shoe Machinery Corp. 
Vick Chemical Co. 


Members New York, American, 
Boston, Philadelphia-Baltimore, 


Midwest and Pacific Coast Stock Exchanges 


Cuicaco 3 - 33 So. Clark Street - AN 3-7350 


TRUSTS AND ESTATES 
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CORPORATE FINANCE ANALYSES .. . 


O. ROGERS FLYNN, Jr. 


Graduate School of Business, Columbia University 


AMBIGUOUS TERMINOLOGY OF SECURITY ANALYSIS: 
THE INTERPRETATION OF PER SHARE EARNINGS 


HE FINANCIAL MEASURE THAT HAS 
7. « widest use in published financial 
data is the quotient obtained by divid- 
ing the “net income applicable to com- 
mon stock” by the number of common 
shares outstanding and identified as 
“per share earnings,” “earnings per 
share,” “earned per share,” “common 
stock earnings,” “common share earn- 
ings” and some other similar terms that 
relate to this formally calculated quan- 
tity. These various terms that relate to 
an identical figure are used interchange- 
ably with no different nuance of mean- 
ing. The particular term used follows 
individual preferences. 

There may be differences in judgment 
as to the determination of “net income” 
or “net income applicable to common 
stock” which involve the allocation of 
expenses to different accounting periods, 
the method of valuation of inventories 
and the rates of depreciation of non- 
current assets, to specify a few. However 
there is no room for disagreement as to 
the calculation of “net income applic- 
able to the common stock” when “net 
income” has once been computed. Net 
income less the amount of dividend re- 
quirements on preferred stocks is net 
income applicable to the common stock. 

It should be noted that the payment 
or non-payment of preferred stock divi- 
dends does not affect the amount of net 
income applicable to the common stock, 
nor does the fact that the company has 
preferred dividend arrearages that must 
be paid before the common stock can 
receive cash dividend payments. 

Per share earnings will vary if the 
number of outstanding shares changes. 
It is customary to ues the number of 
common shares outstanding at the end 
of the period for which the net income 
applicable to the common stock has 
been reported. In the event that there 
has been a substantial change in out- 
standing shares during this period the 
per share earnings may be calculated on 
the basis of the “average number of 
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shares outstanding.” This is the usual 
practice for public utility companies. 
Inasmuch as there are several methods 
of computing the “average number of 
shares outstanding” it should be the 
practice when stating that per share 
earnings relate to the average number 
of shares outstanding to indicate how 
this average has been calculated. 


Net Income and Current Assets 


A result of the profitable operation of 
a business is an increase in current as- 
sets so that net income has come to be 
associated with increases in current as- 
sets unless during the same accounting 
period current assets had been depleted 
by cash dividend distributions, capital 
expenditures, or the retirement of long 
term debt. Similarly, the generation of 
income in excess of non-cash expenses 
such as depreciation, amortization, etc. 
results in an increase in current assets. 

The connection of profitable opera- 
tion and the coverage of non-cash ex- 
penses with increases in current assets 
is generally designated as “cash flow.” 

Implicit in the term cash flow is a 
recognition of the fact that current as- 
sets, by conventional accounting defi- 
nition, are converted into cash in the 
normal course of business within a pe- 
riod generally less than 12 months. A 
more precise term to describe the in- 
herent relationship of net income and 
non-cash expense to increases in current 
assets might be “current asset flow,” but 
when a normal conversion cycle of a 
business is completed, finished goods in- 
ventory is converted into cash through 
the intermediate stage of accounts re- 
ceivable. 

Because most business concerns need 
to maintain minimum physical quanti- 
ties of inventories in order to exploit 
fully their market potential, we find a 
continuous replenishment of goods sold 
and a co-mingling of inventories that 
have been purchased at different cost 
prices and at different points of time. 


Accounting procedures countenance 
co-mingling of assets and do not attempt 
to follow individual lots of goods 
through the complete conversion cycle 
(with the possible exception of some 
high unit value items) because the slight 
aid to managerial judgment and the 
decision making process of such de- 
tailed record keeping is not worth the 
cost of assembling, tabulating, and 
recording such information. 


Inventory Profits 


With lots of identical inventory that 
have been acquired at different price 
levels, it becomes necessary to deter- 
mine which cost prices relate to goods 
that have been sold and which prices 
relate to the final inventory which is 
carried forward to a subesquent ac- 
counting period. Regardless of the 
method of allocation followed, the sum 
of the cost of inventory sold and the 
cost of inventory on hand will be the 
same total amount irrespective of. the 
procedure adopted for allocating, the 
total cost between goods sold and goods 
that remain on hand. During a period 
of changing prices, selection of the cost 
prices attributable to goods sold will 
have a marked influence on the amount 
of net income, and the amount of taxes 
paid. The amount of taxes paid is re- 
flected in the size of the cash component 
of current assets. 

The First-in First-out method of in- 
ventory cost allocation, called FIFO for 
short, assumes that the goods which are 
sold follow the same sequence as their 
acquisition so that first sales will be 
matched against first acquisition costs 
and the closing inventory will consist of 
the goods most recently acquired. Under 
the Last-in Last-out method, known as 
LIFO, the diametrically opposed as- 
sumption is made, to wit: that the first 
goods sold are the last goods acquired. 
The effects of the adoption of the LIFO 
method will be to reduce net income 
during a period of rising prices as com- 
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pared with the FIFO method of costing 
out inventory that is sold. Contrariwise, 
during a period of declining prices, the 
LIFO method will show a higher net 
income than FIFO. 

Inventory profits arise during a pe- 
riod of rising prices when the FIFO 
method of valuation is followed. An 
equal physical quantity of inventory at 
the end of an accounting period will be 
carried at a higher aggregate value than 
the identical physical quantity of inven- 
tory at the beginning of this same ac- 
counting period. Under the LIFO me- 
thod the identical quantity of inventory 
will be carried usually at the same value 
at the beginning and end of the account- 
ing period. 

A simple numerical example will illu- 
strate the origin of inventory profits. 
The XYZ Company operates a business 
in competition with other companies in 
an industry where changes in the costs 
of materials are immediately reflected 
in prices of finished products. 

XYZ starts the year with 50,000 units 
of inventory at a unit cost of $50. Dur- 
ing the period 100,000 additional units 
are purchased at $50. and a_ second 
100,000 units at $60. Sales during this 
same period consist of 100,000 units at 
$75. and 100,000 units at $90. 


Set forth below is a tabulation show- 
ing the net income of XYZ after paying 
operating expenses of $3,300,000 and 
federal taxes on net income at a 50% 
rate. 


LIFO versus FIFO INVENTORY 
VALUATION 
(In thousand $) 
FIFO 
Sales (200,000 units) $16,500 
Beginning inventory 
(50,000 units) 
Purchases (100,000 units 
@ $50 and 100,000 units 


LIFO 
$16,500 


2,500 


11,000 





$13,500 
Ending inventory 


(50,000 units) $ 2,500 





Cost of goods sold 


(200,000 units) $10,500 $11,000 





$ 6,000 $ 5,500 


3,300 


Gross profit 
Operating expense 





Net operating income_$ 2,700 $ 2,200 
Federal income taxes 


1,100 





Net Income $ 1,350 $ 1,100 
When the operations of XYZ for this 


period are scrutinized from a cash flow 
point of view, that is, from the stand- 
point of resulting changes in current 
assets we find: 
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COMPUTATION OF CHANGES IN CURRENT 
ASSETS 
FIFO 
$16,500 


LIFO 


Sales $16,500 








Purchases 
Op. Expense 
Taxes 


$11,000 
3,300 
1,350 


$11,000 
3,300 
1,100 


$15,400 





$15,650 


Increase in Cash or 
Receivables 
Increase in Inventory 
valuation* 


$ 1,100 


Increase in Current 
mpeeEe ee «6S: 1,108 


*The inventory consists of 50,000 units valued at 
$60 each under FIFO and $50 under LIFO. Last 
purchase at $60. 

This analysis shows that when opera- 
ting under FIFO, XYZ reported net in- 
come $250,000 greater than under the 
LIFO method of reporting but $500,- 
000 of this net profit was absorbed by 
increases in inventory valuation without 
any increase in the quantity of inven- 
tory on hand, while the entire profit 
under the LIFO method consisted of 
increases in cash or, receivables. 


It is apparent that the lesser increase 
in cash and receivables under FIFO is 
the precise amount of the greater tax 
burden absorbed under this valuation 
procedure because of the higher net in- 
come than was reported under LIFO 
with identical sales, purchases and costs 
(other than taxes). 


Under FIFO $850,000 is available 
for general purposes (managerial dis- 
cretion) which might include: payment 
of increased wages or higher dividends 
as well as financing increases in capital 
expenditures. The LIFO method of in- 
ventory valuation produced $250,000 
more of disposable current assets. If 
XYZ had 1,000,000 shares of common 
stock outstanding, per share earnings 
would be $1.35 a share were the FIFO 
inventory valuation employed and $1.10 
a share when LIFO was elected. Dis- 
posable income, that is, income not 
committed to a specific allocation such 
as the carrying of higher cost inventory 


would be $.85 a share under FIFO and 
$1.10 a share under LIFO. 


In short, per share earnings in a pe 
riod of rising prices under LIFO repre: 
sent generally increases in current 
assets that are fully disposable by man- 
agerial discretion while per share earn- 
ings under FIFO may include a sub- 
stantial per share amount which is 
non-disposable by virtue of the fact that 
it has already been committed to carry- 
ing inventory at higher cost values. 

The distressing fact about inventory 


TRUSTS AND EstTATES 





— 





ble 
lis: 
ent 
nds 
ital 
in- 
000 
If 
non 
ngs 
FO 
|.10 
Dis- 
not 
uch 
tory 
and 


profits for the security analyst is that 
the amount of such profits will generally 
have to be estimated. Conventional fi- 
nancial reporting to stockholders and 
to the SEC will not as a rule provide 
the necessary data to arrive at a pre- 
cise determination of how much of an 
increase in the aggregate inventories re- 
sults from price changes as differentia- 
ted from quantity changes or variations 
in the inventory-mix. If a company 
carries all its inventories on a LIFO 
basis, the effect of rising price on in- 
come and per share earnings will be 
much less than when the FIFO method 
of valuation is followed. 

While it is customary now for finan- 
cial reports to state whether LIFO is 
used for all or part of the inventories, 
precise quantitative data are usually un- 
available. The greater the advance in 
prices the larger the component of per 
share earnings that will, under FIFO, 
represent non-disposable increases in 
current assets, that is, in the portion of 
net income which has already been ab- 
sorbed in carrying higher value inven- 
tories. 


Contractual Payments on Account 
of Principal 


Because of high corporate taxes and 
the progressively greater assembly of 
investible funds by insurance companies 
and other institutions that favor invest- 
ment in debt securities and other direct 
and indirect factors of influence, busi- 
ness concerns have been impelled to ob- 
tain capital for expansion by issuance 
of long term debt securities. In recent 
years, the greater part of new long term 
debt issues by industrial corporations 
has been for business expansion rather 
than for refunding or extinguishment of 
short term loans. 

Since World War II, fashions in long 
term debt financing have required a 
definitive schedule of principal prepay- 
ments. Excluding the very best credits, 
most long term industrial borrowers 
must now agree to prepay upwards of 
15% of long term debt through annual 
payments prior to maturity date. 

Excluding unusual circumstances, the 
philosophy of long term borrowing 
should be that the borrowed funds must 
be applicable in a manner to: (1) pro- 
duce income in excess of the cost of the 
funds, and (2) to provide a cash flow 
from the use of the funds sufficient to 
cover all cash payments required by the 
debt contract, that is, interest payments 
and prepayments of principal. 

Interest payments on borrowed funds 
are deductible business expenses so that 
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taxable income is determined after de- 
duction of interest. Principal prepay- 
ments, if the borrowed funds are ap- 
plied on a “self sustaining basis,” must 
come from net income or from cash flow 
generated by increases in current assets 
resulting from the accrual of non-cash 
expenses, 

When debt prepayment is to be fi- 
nanced from net income (because cash 
flow from depreciation needs to be em- 
ployed for additional capital invest- 
ment) we must examine per share earn- 
ings from the standpoint of their 
disposability. In fact, the only portion 
of per share earnings that might be 
devoted to higher wage payments or 
larger dividends is a residual after the 
deduction of non-disposable inventory 
profits and the per share amount of 
contractual payments necessary to ex- 
tinguish debt or to retire preferred stock 
when the preferred stock carries a con- 
tractual retirement provision. 


Comparability of Per Share 
Earnings 


It is apparent that per share earnings 
are not strictly comparable from year to 
year if there have been substantial 
changes in costs and selling prices that 
affect inventory valuations and if the 





capital structure of the company has 
been altered to include long term debt 
with contractual prepayments of prin- 
cipal. The general significance of im- 
proved per share earnings has been to 
place the company in a position to pay 
out larger cash dividends or to accele- 
rate expansion through reinvestment of 
retained earnings. The extent to which 
a company can apply increases in per 
share earnings for these purposes is not 
related to total per share earnings but 
rather to per share earnings which have 
been adjusted for non-disposable in- 
come and contractual debt payments. 
The heavy emphasis given by the fi- 
nancial press to changes in per share 
earnings in general ignores these im- 
portant limitations of comparability. 


A k A 
New Dua PENsIoN FuND 


A Plan under which will be estab- 
lished a pair of commingled funds for 
the investment of corporate pension and 
profit-sharing trusts has been approved 
by the board of directors of Bank of 
Delaware, Wilmington. 

The new Plan, called the Variable In- 
vestment Plan for Employee Benefit 
Funds, will have both Fixed Income and 
Equity Funds. 








investors. 


operation with such clients. 
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Investment 
Advisory Service 


BROWN BROTHERS HARRIMAN & Co. has served for many 
years as investment adviser to a substantial group of clients 
throughout the United States. 

Our staff includes specialists experienced in the invest- 
ment problems confronting trustees and other institutional 


We welcome inquiries regarding our program of co- 
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NEW COMMON TRUST FUNDS 


The following Common Trust Funds should be added to the lists published in Jan. p. 28 and Feb. p. 114. In addition New 
England Trust Co., Boston, and City National Bank & Trust Co., Kansas City, Mo., have split their discretionary funds into 
fixed income and common stock funds, 


Date Date 








Started Bank Type Started Pak Type 
2-7-58 Union Bank, Los Angeles _.._.._______. 1-31-59 Peoples National Bank & Trust Co., 
7-31-58 First National Bank of South Carolina, ee less teens FI&CS 
Columbia __ ies L 2-1-59 First Union National Bank of North 
8-1-58 Hazelton National Bank, Hazelton, Pa. L Cac, Cae ; D 
10-1-58 Provident Tradesmens Bank & Trust 2-1-59 York (Pa.) National Bank & Trust Co. L 
Ea i Cs 2-15-59 Canal National Bank, Portland, Me... CS 
10-31-58 Merchants National Bank & Trust Co., 3 = 3-1-59 Drovers & Mechanics National Bank, 
a alla JES lia a Sipe Ree - L 
12-1-58 Provident Tradesmens Bank & Trust 8-2-59 Girard Trust Corn Exchange Bank, 
aa ag eS Mun. B en CS 
12-1-58 First National Bank, Lewistown, Pa... L 3-4-59 National Bank of Jackson, Mich. —... CS 
12-1-58 Citizens & Southern National Bank, 5-31-59 Lincoln Bank & Trust Co., Louisville _ D 
ESS eee Se 2 D 6-1-59 Southern Bank & Trust Co., Richmond, 
1-7-59 Howard National Bank & Trust Co., ERIE a ae eee re ee eee FI&CS 
ER ER ea CE eR D 7-1-59 National Bank of Jackson, Mich. __. B 


Code: Discretionary (D); Legal (L); Common Stocks (CS); Fixed Income (FI); Municipal Bonds (Mun. B.) 





Electronic Pricing System 
To Speed Bond Appraisals 
A new method of pricing tax-exempt 
bonds by the use of electronic computers 
has been perfected by Standard Statis- 
tics Co., subsidiary of Standard & Poor’s 
Corporation. Four major banks are now 
fully converted and eight others are in 
process of adopting the new system. 
The IBM computer at Standard Sta- 


tistics is provided with a formula based 


on yield curves and adjusted for length 
of maturity. It can then relate the value 
of any inactive issue to the known price 
of active issues in a fraction of a second. 
The yield curves are revised every week. 
The bank sends a deck of several thou- 
sand IBM cards—representing its entire 
municipal portfolio—to Standard and 
gets it back updated for “fair value.” 
This does not imply that an actual mar- 
ket exists. The bank, however, can then 


feed the cards through its own machine 
for posting the new quotations. 

The new method offers not only speed 
and accuracy, but complete objectivity 
as well. 

A A A 
INVESTMENT POLICY FOR PENSIONS 

The “normal” balance for pension 
funds “in the days of more stable money 
values” was a daring 10% in equities 
or a more orthodox 5%, according to “a 


prominent British actuary” quoted by 
William M. Mercer, Ltd., in the Canadian 
Actuarial Bulletin. Today the question 
is not “dare we put more than 10% in 
equities?” but rather “dare we _ leave 
more than 50% in fixed income invest- 
ments?” 














This announcement is neither an offer to sell nor a solicitation of an offer to buy these securities. 
The offer is made only by the Prospectus. 


$46,971,000 
Pan American World Airways, Inc. 


4%3% Convertible Subordinated Debentures 
Due August 1, 1979 


Convertible into Capital Stock at $30 per Share 





The Debentures are being offered by the Company to holders of its Capital 
Stock for subscription, subject to the terms and conditions set forth in 
the Prospectus. The subscription offer will expire at 3:30 P.M., E.D.S.T., 
on August 12, 1959. The several Underwriters may offer Debentures pur- 
suant to the terms and conditions set forth in the Prospectus. 


Subscription Price 100% 


Copies of the Prospectus may be obtained in any State only from such of the several Under- 
writers, including the undersigned, as may lawfully offer these securities in such State. 





Lehman Brothers Hornblower & Weeks 


Blyth & Co.,Inc. The First BostonCorporation Eastman Dillon, Union Securities & Co. 

Glore, Forgan & Co. Goldman, Sachs & Co. Harriman Ripley & Co. 
Incorporated 

Kidder, Peabody & Co. Lazard Fréres& Co. Merrill Lynch, Pierce, Fenner & Smith 


Incorporated Incorporated 
Smith, Barney & Co. Stone & Webster Securities Corporation 


White, Weld & Co. Dean Witter & Co. 
July 30, 1939. 


Monitoring computer-controlled stock trans 
fer work at First National Bank of Boston 
are (1. to r.) Herbert Corey, vice president, 
Benjamin W. Taunton, assistant comptroller, 





Frances Flaherty, chief programmer and 
John Mollet, programmer. Tests on the 
bank’s own 23,400 stockholder file show 
that 98.5% of the accounts can be handled 
without redundant keys. Stockholder records 
for 214 corporate customers (905,000 stock- 
holders) are being converted to magnetic 
tape for the Datamatic 1000 computer. 
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General 


Mills 








New All-Time Record Sales: $545,998 493 
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‘| New All-Time Record Earnings 
. 7 7 

on General Mills’ Annual Report for 1958-59 is a 
ey story of progress. Thanks to the devoted efforts 
a of the thousands of men and women who make 
‘« up our company, this record has been made 
«i possible. Our thanks, also, to the millions of 
* customers who buy the company’s ever- 
in expanding variety of products. 
ve The figures below provide the barest skeleton 
st: of General Mills’ financial performance for its 

How The 31st year. You are invited to write for a free 
h copy of the complete report. Address: Public 
i Relations Department, General Mills, 9200 


Sales Dollar Wayzata Boulevard, Minneapolis 26, Minn. 
Was Divided . ws 
Last Year 


products and services... ..... $545,998, 493 $529,820,115 


Goods and services purchased 
from others, and amounts 












set aside for depreciation ...... 424,949,262 415,841,463 
EE Wages, salaries, and retirement 
Saal Ss. c..; 6 ees 81,603,904 78,140,404 
) —— eis wise a. aa eee 22,627,861 21,144,651 
= Netearnings ............. 16,817,466 14,693,597 
‘ se — SEE. 4 «+2 see ae 7,999,006 7,956,207 
oe —— Earnings in excess of dividends... . . 8,818,460 6,737,390 
or —— Net earnings-ger dollar of sales... . . 3.1¢ 28¢ 
or —— —— —_ aa -per share of common stock . $6.77 $5.94 © 
an x5 OOOO BEE 2 6s SPIODOOOODE. ONES LODO ee satetatate Z t 
the Taxes per share of common stock . . . . 9.75 9.25 
oa For raw To For taxes To For future For wear Land, buildings, and equipment 106,802,704 95,573,735 
lled materials ( tliat a ie ite tee Sigg: 
rds riats, employees 41¢ stockholders development and tear Werkien Canite 8798404 7.008.053 
= services 44.9¢ 15¢ 6G «1.3¢ ee re the Ve 
etic 76.6¢ Stockholders’ equity. ......... 143,055,469 
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MONG THE MANY FORMS OF UNITED 
States investment abroad, there has 
developed a growing, if still modest, in- 
terest in Canadian mortgage lending. 
This expansion has posed problems, 
however, because of characteristics pe- 
culiar to Canada. For example, neither 
trust and loan companies nor the char- 
tered banks perform the same functions 
as in the United States. For this reason, 
a study of their mortgage lending activi- 
ties should be of interest to outsiders 
thinking of entering this field. 


By way of clarification, mortgage ac- 
tivities of Canadian trust and loan com- 
panies should be distinguished from 
other institutional lenders. All loan and 
trust companies in direct placing of 
mortgages from guaranteed funds con- 
centrate on shorter-term maturities. In 
contrast, the government Central Mort- 
gage and Housing Corporation and char- 
tered banks deal only in mortgages on 
new properties which usually mature in 
25 years under the National Housing 
Act. Still another important institutional 
lender, life insurance companies, make 
both N.H.A. and longer-term conven- 
tional loans, according to requirements 
of their investment policies. 


Both in Canadian federal and provin- 
cial government statistical reports and 
in several company affiliations, there has 
been a close association between the 
“trust and loan” business. This common 
identification has often tended to confuse 
the exact nature of their mortgage lend- 
ing. While Canadian trust and loan com- 
panies do have mortgage lending appli- 
cations that are similar, there is also 
considerable difference in their func- 
tions. 


Trust vs. Loan Company 
Functions 


Unlike in the United States, Canadian 
trust companies do not engage in com- 
mercial banking, being the only corpora- 
tions solely authorized to carry on trust 
business. Although not primarily con- 
cerned with creation of new capital, they 
place out very considerable sums in in- 
dividual and commercial mortgages. 
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MortGace Lenping In CANApA TODAY 


Hints for United States Investors 


ERNEST C. GOULD 








The author is a 
graduate of Victoria 
College and Univer- 
sity of Toronto 
(MA), as well as his- 
torian, teacher and, 
since 1940, financial 
editor of The Mone- 
tary Times of Tor- 
onto. His articles 
have appeared wide- 
ly in Canadian business and financial publi- 
cations. 








In contrast, Canadian loan companies 
may be defined as primary mortgage 
lenders whose principal function is to 
loan on first mortgage funds made avail- 
able through sale of debentures and from 
savings deposits. While such functions 
are somewhat similar to trust company 
mortgage lending from guaranteed and 
savings accounts, the trust companies 
perform a wide variety of other duties, 
such as administration of trusts and es- 
tates and the function of agent for in- 
dividual and institutional investors. 

From company and guaranteed funds 
(i.e. certificates and savings), Canadian 
trust companies receive revenues that are 
mostly invested in liquid bonds and de- 
bentures and in shorter-term convention- 
al mortgages. These mortgage invest- 
ments are similar to the shorter-term 
mortgages by loan companies out of 
revenues from their debentures and sav- 
ings accounts. In the trust business, how- 
ever, guaranteed funds are held in trust 
as contrasted to money borrowed by loan 
companies. As a result, they are subject 
to more rigid investment restrictions un- 
der the various Trustee Acts. 

In Canada, regulation of trustee 
funds is a matter for provincial jurisdic- 
tion. Although the Trustee Acts vary 
somewhat in different provinces, they all 
authorize specific investments which in- 
clude first mortgages on improved real 
estate of not more than a stated percen- 
tage of value. They also state the percen- 
tage of guaranteed funds that must be 
invested in trustee securities at all times 
(e.g. 50% for an Ontario incorporated 
trust company ). 

As distinct from company and guaran- 
teed funds, Canadian trust companies 
















make mortgage investments in adminis 
tration of trusts and estates which ar 
restricted by the Trustee Acts unles 
there are specific testamentary instruc 
tions for broader administration. 








The size and nature of an estate be 
come important factors in mortgag 
lending by trust companies. Since 
mortgage for new residential construc. 
tion is usually a large one, a trustee 
would not want to tie up a large propor. 
tion of an estate in this way, no matter 
how secure the investment. For smaller 
estates, therefore, he would favor sound 
first conventional mortgages of lesser- 
term on existing property. 















Agency and Institutional Lending 
on Mortgages 






Another large source of funds in Can- 
ada may arise through the trust com 
pany’s power to act as agent in makin; 
investments and some of this money (3 
opposed to the company, guaranteel. 
and estates funds) may find its way inw 
National Housing Act mortgages. Her 
again, it is usually the will that govern 
investment although an agency agree 
ment may specify that the money is t 
be invested at the trust company’s dis 
cretion. It is normal, however, for th 
trust company to have a clear idea o 
the owner’s objectives and in man) 
cases instructions will be very explicit 


For instance, a United States life in 
surance company may want to build uy 
a substantial portfolio of N.H.A. mor! 
gages and may engage a Canadian trus 
company to act for it. This form of ir 
vestment by United States insurant 
companies is not as prevalent as forme? 
ly because the rate on N.H.A. insure 
mortgages has remained at 6% for sont 
time and other yields have become mor 
attractive. Nor is there any opportuni) 
for direct investment in the Centrd 
Mortgage and. Housing Corporation # 
there is in the Federal National Mort 
gage Association since the Canadial 
counterpart is an entirely-owned crow! 
corporation. 

As distinct from other Canadian insti 
tutional mortgage lenders, it is the final 
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Dividend Notice 


AMERICAN & 
FOREIGN 
POWER 
COMPANY INC. 


100 CHURCH STREET, NEW YORK7, N.Y. 


The Board of Directors of the 
Company, at a meeting held 
this day, declared a quarterly 
dividend of 25 cents per share 
on the Common Stock for pay- 
ment Sept. 10, 1959 to share- 
holders of record at the close 
of business Aug. 10, 1959. 












H. W. BALGOOYEN, 


Executive Vice President 


and Secretary 
July 31, 1959. 
















h. J. Reynolds 
Tobacco Company 


Makers of 
Camel, Winston, Salem & Cavalier 
cigarettes 
Prince Albert, George Washington 
Carter Hall 
smoking tobacco 























QUARTERLY DIVIDEND 


A quarterly dividend of 55c 
per share has been declared 
on the Common Stock of the 
Company, payable September 
5, 1959 to stockholders of rec- 
ord at the close of business 
August 14, 1959. 


W. J. CONRAD, 


Secretary 
Winston-Salem, N. C. 
July 9, 1959 
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CONTINENTAL 
C ii COMPANY, Inc. 
171st 


COMMON DIVIDEND 


A regular quarterly divi- 
: dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable September 
15, 1959, to stockholders 
of record at the close of 
business August 21, 1959. 


59th 
PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.93%) per share on the 

3.75 cumulative pre- 
ferred stock of this Com- 
Pany has been declared 
payable October 1, 1959, 
to stockholders of rec- 
ord at the close of busi- 
ness September 15, 1959. 


JOHN N. CARTY, 
Treasurer 


Winvuavanseccsnenncanvnanennccyuannneeetzuununnnii 
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cial structure of loan companies and of 
trust companies in their guaranteed 
funds that so largely determines concen- 
tration on shorter-term conventional 
loans. Since loan company debentures 
and trust company certificates usually 
mature within one to five years (with 
some maturities up to ten years), their 
mortgages are usually on a five-year re- 
newable basis so that interest rates can 
be adjusted periodically to the cost of 
money. 


Wide Variations in Rates 


This need for periodic adjustment in 
rates has been emphasized by wide varia- 
tions in interest levels during most of 
this century and particularly in Canada 
over the past five years. At the start of 
N.H.A. insured loans (March 19, 1954), 
the maximum rate was 544% which was 
lowered on February 17, 1955 to 544%. 
In mid-1955, loans were being made in 
many instances at 5% against a maxi- 
mum rate of 544% because of a plenti- 
ful money supply. By the end of 1955, 
the 514% rate again applied generally 
and on March 12, 1956 the rate rose to 
544% and to 6% in January. 1957 
There it has remained, despite changed 
money market conditions calling for a 
still higher rate in keeping with Cana- 
dian bond yields. 

Back in 1955, the interest rate on loan 
company debentures and trust company 
certificates stood at 334%. Between 1955 
and early 1957, however, it rose to 
434%. Early in 1959, the rate was again 
increased to 514% to compete with other 
forms of investment. During this period, 
conventional mortgages climbed from 
534% to 644% in 1955 and to approxi- 
mately 714% to 734% at this writing. 

These varying interest rates will show 
the difficulties of trust and loan mort- 
gage lenders if they had placed large 
amounts in N.H.A. mortgages on a 25- 
year maturity in mid-1955 at 5% or 
slightly better. As their debentures and 
certificates matured, these companies 
would be forced to re-borrow at 544% 
money which was only earning a gross 
of 5% apart from administrative cost 
and provision for loss. It is apparent 
why none of these companies can safely 
borrow “short” while lending “long.” 


Because they have wider sources of 
revenue, larger long-term mortgages are 
applicable for the chartered banks and 
life insurance companies. Thus, the low- 
er cost per $1,000 permits a narrower 
spread between the rate paid for money 
and the mortgage lending rate. Because 
the risk is lower on guaranteed N.H.A. 
loans than on conventional mortgages, 








1 CENTRAL ILLINOIS 
PUBLIC SERVICE COMPANY 


SPRINGFIELD, ILLINOIS 


DIVIDENDS 


A dividend of Forty-four cents (44¢) 
per share on the Common Stock has 
been declared, payable September 10, 
1959, to stockholders of record at the 
close of business August 20, 1959. 
Quarterly dividends on the 4%, 4.25%, 
and 4.92% Cumulative Preferred Stocks 
have been declared, payable September 
30, 1959, to stockholders of record at the 
close of business September 18, 1959. 

G. R. Cook, Treasurer 


August 4, 1959 

















SOUTHERN 
NATURAL GAS 
COMPANY 


Birmingham, Alabama 


Common Stock Dividend No. 82 


A regular quarterly divi- 
dend of 50 cents per share 
has been declared on the 
Common. Stock of. Southern 
Natural Gas Company, ‘pay- 
able September 14, 1959 to 
stockholders of record at the 
close of business on August 
31, 1959. 

H. D. McHENRY, 
Executive Vice Presiden 
Dated: July 25, 1959. 























Public Service Electric 
and Gas Company 


NEWARK.N. J. 





QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending Septem- 
ber 30, 1959: 


Class of Dividend 
Stock Per Share 
Cumulative Preferred 
4.08% Series . .. . $1.02 
4.18% Series .... 1.045 
4.30% Series .... 1.075 
5.05% Series .... 1.2625 


$1.49 Dividend 
Preference Common . 35 
ee ae 45 
All dividends are payable on 
or before September 30, 1959 to 
stockholders of record August 
28, 1959. 
J. InvinG Kippg 
Secretary 


PUBLIC SERVICE 
CROSSROADS OF THE EAST 











































AiR REDUCTION 


Company Incorporated 


169" CONSECUTIVE 


COMMON STOCK DIVIDEND 


The Board of Directors has declared a 
regular quarterly dividend of 62%¢ 
per share on the Common Stock of the 
Company, payable on September 5, 
1959 to holders of record on August 18, 
1959, and the thirty-first regular quar- 
terly dividend of $1.125 per share on 
the 4.50% Cumulative Preferred Stock, 
1951 Series, of the Company, payable 
on September 5, 1959 to holders of 
record on August 18, 1959. 


July 22, 1959 
T. S. O'BRIEN, Secretary 











TEXAS GULF 
SULPHUR 
COMPANY 


152nd Consecutive 
Quarterly Dividend 


The Board of Directors has declared a 
dividend of 25 cents per share on the 
10,020,000 shares of the Company's 
capital stock outstanding and entitled to 
receive dividends, payable September 
15, 1959, to stockholders of record at 
the close of business August 21, 1959. 
E. F. VANDERSTUCKEN, JR., 
Secretary. 








GOULD- 
NATIONAL 


R 5, DNR 


Manufacturers of a complete line 
of automotive and industrial 
storage batteries. 


A REGULAR 
QUARTERLY DIVIDEND 


of 50c per share 

on Common Stock, 
was declared by the 
Board of Directors on 
June 8, 1959 payable 
September 15, 1959 to 
stockholders of record 
on September 3, 1959. 


A. H. DAGGETT 
PRESIDENT 
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TENNESSEE 
CORPORATION 


July 21, 1959 


A dividend of fifty-five 
(55c) cents per share was 
declared payable September 
24, 1959, to stockholders of 
record at the close of busi- 
ness September 10, 1959. 


Joun G. GreensurcH 


61 Broadway Treasurer. 


New York 6, N. Y. 

















the same situation would apply to Cana- 
dian trust and loan companies if N.H.A. 
loans were suitable for their purposes. 


In contrast, however, experience has 
shown that a spread of 2% to 214% is 
necessary between their certificates and 
debentures and mortgage rates for prof- 
itable operation, which is the principal 
reason for concentration on conventional 
mortgage lending by these companies. 


In defense of conventional mortgages 
at higher rates, it is claimed that because 
interest rates fluctuate with the money 
market, they serve the regulating func- 
tion of lessening demand in periods of 
activity and, conversely, stimulating de- 
mand in periods of decreased activity. 
On the other hand, the comparative rig- 
idity in N.H.A. loans removes this effect 
and in some cases reverses it. As pointed 
out by a high executive in one of the 
largest mortgage lending companies, 
“too ready a supply of mortgage money 
at the peak of a building cycle may be 
responsible for a continuation of build- 
ing activity beyond the point at which 
natural economic forces would ordinar- 
ily compel curtailment.” 


Legal Foreclosure Rare 


For many years now, most mortgage 
lenders in Canada have not had to take 
recourse in legal foreclosure. When 
mortgage payments cannot be made, a 
sale proceeding results and usually with 
co-operation from the mortgagors. In 
these instances, the solicitor for the 
mortgagee makes search of title and then 
advertises in the local press. From the 
amount received, there is a priority, as 
follows: (1) any back taxes, (2) the 
claim of the first mortgage holder, (3) 
the claim of the second mortgage holder. 
Since there may be prior claims to the 
second mortgage, the emphasis in Can- 
ada has been on first mortgages as a 
sound investment. In present conditions, 
if the United States investor holds a 
sound first mortgage in Canada real 
estate (i.e. anywhere up to 14 of the 


going market price) his investment 
should be considered a safe one. 

If foreclosure proceedings should be 
necessary, the matter would come under 
provincial jurisdiction with somewhat 
similar proceedings in the Canadian 
common law provinces (i.e. all except 
the Province of Quebec). In this in. 
stance, which has rarely been necessary 
in Canada, the sheriff on instruction; 
from the mortgagee’s solicitor would ob. 
tain an order of eviction from the pro. 
vincial court concerned. The property 
would then come under ownership of the 
mortgagee (as distinct from the mor 
prevalent sale proceeding when only the 
amount of the first mortgage and back 
interest is paid to him) and the mort. 
gagee would be responsible for any back 
taxes. 

If foreclosures were now, or were to 
become, a common procedure in Can. 
ada, mortgage investment in real estate 
would lose much of its current attrac: 
tiveness. This is particularly true for the 
U. S. investor who is removed from 
the source of litigation. The fact remains, 
however, that foreclosures have been 
rare for some time now and relatively 
few sale proceedings have been neces. 





Common Dividend No. 159 


A dividend of 6212 ¢ per 
share on the common 
stock of this Corporation 
has been declared payable 
September 15, 1959, to 
stockholders of record at 
close of business August 
28, 1959. 


C. ALLAN FEE, 
Vice President and Secretary 
August 7, 1959 
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DIVIDEND 


NO. 48 
1959. 





TENNESSEE GAS 
TRANSMISSION COMPANY 


HOUSTON, TEXAS 


The regular quarterly dividend of 35c per 
share has been declared on the Common 
Stock, payable September 15, 1959, to 
stockholders of record on August 21, 





J. E. IVINS, Secretary 
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sary. Even during recent recessionary 
trends, very few of our institutional 
mortgage lenders have reported any de- 
faults. 






Taxes on Income for Non-Canadian 
Holders 


The only income tax on Canadian 
mortgages for foreign hoiders is on the 
amounts of interest payable which repre- 
sents “new” revenue to the mortgagee. 
As in all taxable United States invest- 
ment here, there is a 15% witholding 
tax on income. 

If the United States mortgagee were 























COMMON STOCK 
DIVIDEND 







The Board of Directors of Central 
and South West Corporation at its 
meeting held on July 8, 1959, 
declared a regular quarterly divi- 
dend of forty-five cents (45c) per 
share on the Corporation’s Com- 
mon Stock. This dividend is pay- 
able August 31, 1959, to stockhold- 
ers of record July 31, 1959. 









LEroy J. SCHEUERMAN 
Secretary 







CENTRAL AND SOUTH WEST 
CORPORATION 


Wilmington, Delaware 
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CARBIDE 







A cash dividend of Ninety cents 
(90¢) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable Sept. 1, 
1959 to stockholders of record at 
the close of business July 31, 1959. 


JOHN FE SHANKLIN 


Secretary and Treasurer 
UNION CARBIDE CORPORATION 





















PHELPS DODGE 
CORPORATION 


» 








The Board of Directors has 
declared a third-quarter divi- 
dend of Seventy-five Cents (75¢) 
per share on the capital stock of 
this Corporation, payable Sep- 
tember 10, 1959 to stockholders 
of record August 14, 1959. 


M. W. URQUHART, 
Treasurer. 


















July 29, 1959 
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to come into possession and then sell a 
Canadian ‘property, he would not be 
faced with a tax on any price apprecia- 
tion. Since there is no capital gains tax 
in Canada, he would obtain $10,000 tax 
free if he came into possession of a 
property with an increase in value from 
$10,000 to $20,000, which has not been 
uncommon in post-war years. Of course, 
this is more of an incentive to acquir- 
ing real estate than mortgages in Can- 
ada. 


Cost of Mortgage Services 


When the United States investor hires 
an “agent” to act for him in connection 
with his Canadian mortgage investments, 
he pays approximately the same rates as 
a Canadian. These rates vary from about 
1% of 1 per cent yearly to %4 of 1 per 
cent, based on total principal amount. 
The bigger the volume of business han- 
dled, the lesser is the amount charged. 
If additional inconvenience were caused 
by a mortgagee far removed from the 
agent’s place of business, there would be 
a small additional charge. 


Title Insurance 


One important factor that has kept 
United States investors out of the Cana- 
dian mortgage market has been the ab- 
sence of title insurance in Canada. With- 
in the past two years, however, this type 
of insurance has been introduced into 
several provinces. It now permits an uni- 
formly high standard of title evidence 
accompanying and assignable with each 
mortgage, thus creating a universally 
recognized vehicle of exchange. 

The foregoing comments are obvious- 
ly only suggestive of the salient features 
of the Dominion real estate mortgage 
field. Like any other area of investment 
activity, it calls for detailed study, inas- 
much as the different forms of Canadian 
common law (plus the fact of civil law 
in Quebec) make it most difficult to give 
an overall account for the entire country. 
As a developing country, Canada faces 
expanding capital needs and it is in such 
circumstances that courageous and far- 
seeing investors find superior yields, as 
was the case in the United States in the 
late 19th century when astute Scottish 
and British investors profited from loans 
on farm lands and improved properties. 


A AA 


RETENTION OF CANADIAN RECORDS 


Record keeping requirements and re- 
tention periods governing Canadian 
banks and trust companies are tabulated 
in a new report by Controllership Foun- 
dation, Inc., New York, research arm 
of the Controllers Institute of America. 








YALE & TOWNE 
286th Quarterly Dividend 


37'2¢ a Share 


Payable: 
Oct. 1, 1959 


Record date: 
Sept. 10, 1959 


Declared: 


Hi} duly 30, 1959 
| Wm. H. MATHERS 


1 Vice-President 
i ( and Secretary 





THE YALE & TOWNE mec. co. 
Lock and Hardware Products since 1868 
Materials Handling Equipment since 1875 


Cash dividends paid every year since 1899 








Allied Chemical 


Corporation 


DIVIDEND 


Quarterly dividend No. 154 
of $.75 per share has been 
declared on the Common 
Stock, payable September 
10, 1959, to stockholders of 
record August 14, 1959. 
RICHARD F. HANSEN 


Secretary 
July 30, 1959 


( hemical 





Continuous Cash Dividends Have Been 
Paid Since Organization in 1920 











National 
Distillers NYD 
and 
Chemical 
Corporation 





ULS.L 





\ INCREASED 
COMMON STOCK 
DIVIDEND 


The Board of Directors has in- 
creased the regular quarterly divi- 
dend on the Common Stock from 
25 cents to 30 cents a share. The 
first dividend at the new 30 cent 
rate has been declared payable 
on September 1, 1959 to stock- 
holders of record on August 11, 
1959. The transfer books will not 
close. 
PAUL C. JAMESON 

July 23, 1959 Treasurer 








Diversitas—your clavis 
to low-cost pension plans 


A portfolio that is truly diversified is one of the 
fundamental keys to low-cost retirement plans. Only 
a carefully chosen variety of stocks, bonds, and 
other investments can give you assurance of an 
earnings curve that will match a moving economy. 


This means two things: 1) when living costs rise, 
and pension plans must be revised upwards, the 
money will be there to meet the demand; and 2) 
the more money a plan earns, the less the company 
will have to contribute out of its own earnings, and 
the lower its costs will become. 


The trick, of course, is to find somebody with 
enough experience to build such a folio and enough 
time to pursue it. Here The Bank can help. The 
First is busy enough in our country’s commerce to 
have highly valuable investment information come 
to it regularly, and it’s big enough to maintain a 
separate group of specialists that handle nothing 
but pension and profit-sharing funds. 


Give us a call the next time a client needs a plan. 
You know our motto: “Vos leges vigilate et nos 
pecunias custodiemus.”’ 


The Trust Department 


The First National Bank of Chicago 


Dearborn, Monroe and Clark Streets - Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


TRUSTS AND EstTATES 











NVESTORS AND FINANCIAL ANALYSTS 
[vin do well to pay greater attention 
and give fresh evaluation to the position 
of American companies abroad, not 
only because of market opportunities in 
the fast-growing industrialization and 
living standards of many Free-World 
countries, but also because of the great 
resurgence of the economies of many 
foreign nations—and particularly those 
comprising the E.E.C., or “Common 
Market.” 

Excerpts from reports of U. S. manu- 
facturing companies relating to foreign 
operations, initiated in the June issue, 
are continued herewith, in alphabetical 
sequence, with additions since the last 
instalment. 


ABBOTT LABORATORIES 


. Began operating in three new 
overseas facilities, and expect to break 
ground for a major new plant in Cclom- 
bia. During 1958 capital expenditures 
reached $8,500,000, with $2,600,000 of 
this spent overseas. 

Foreign operations consist of 
manufacturing or finishing facilities in 
19 nations. In Australia have site for a 
new pharmaceutical and chemical plant. 

Sales advance of 4.8% in 1958... 
approximately the same in both domestic 
and foreign operations . . . approximate- 
ly one quarter of sales contributed by 
operations outside the United States and 
Canada. 


ATLAS POWDER CO. 


International sales increased moder- 
ately. Sharing in this increase were 
.. . German and Mexican subsidiaries. 
Through German subsidiary and British 
affiliate, we can expect to share in bene- 
fits that may accrue from operation of 
the European Common Market and freer 
convertibility of Sterling and European 
currencies. 


BUCYRUS-ERIE CO. 


British affiliate had a reasonably good 
year in the light of general business con- 
ditions, Shipments were down somewhat 

dividends received amounted to 
$209,722 ($337,180 in 1957). Equity in 
undistributed earnings of Ruston-Bucy- 
rus, Ltd. from date of acquisition 
amounted to $11,620,973. 


J. I. CASE CO. 


Acquired controlling-. ownership _.in 


AUGUST 1959 


FOREIGN OPERATIONS OF U.S. CORPORATIONS 


Compendium from Annual Reports - Part 3 


French manufacturer of tractors and 
farm equipment. A major step in long- 
range program of re-establishing posi- 
tion in world markets. 


CHAIN BELT CO. 


Organized three overseas corporations 
in Switzerland, Ita‘y, and Japan, de- 
signed to manufacture for distribution 
in Europe, Asia and Africa. 


CHESEBROUGH-POND’S INC. 


Sales in overseas markets reached a 
new high . . . Venezuela Branch is in 
full operation and making substantial 
progress. The manufacturing operation 
in India is going well, and sales have 
exceeded all expectations, Plans have 
been made to start manufacturing opera- 
tions in Thailand and Malay Federation. 

The growth and development of Chese- 
brough-Pond’s Ltd., largest overseas 
operations which manufactures and sells 
“Vaseline” and “Pond’s” brand products 
in England and Ireland, closely paral- 
lels development of the parent Company 
in the United States. Other manufac- 
turing facilities: Argentina, Australia, 
Southern Rhodesia, South Africa, and 
Uruguay. 


CLUETT, PEABODY & CO., INC. 


Subsidiary organized to manufacture 
Arrow products in England and sell 
them in the United Kingdom, British 
Commonwealth, the Sterling area and 
the Near East .. . Shirts manufactured 
by this subsidiary were well received 
by the English trade and consumer, 


COLUMBIAN CARBON CO. 


Companhia Petroquimica Brasileira 
(approximate 46% ownership) completed 
a new furnace carbon black plant... 
(and) by year end operations were be- 
ing conducted on a profitable basis. Com- 


pany representatives have visted several 
other countries with an eye to further 
foreign investment... 


CONGOLEUM-NAIRN INC. 


Investment in British and Canadian 
companies remained unchanged. Dividend 
income amounted to $54,859 net after 
foreign income taxes. 


CONTINENTAL MOTORS CORP. 


Entered into agreement with Ronald- 
son Bros. & Tippett, Ltd. (engine manu- 
facturers since 1906) of Victoria, Aus- 
tralia, which may at option of the com- 
pany give it 51% of common stock... 
Investigated advisability of establishing 
an operation in Brazil, which would 
combine functions of assembly plant and 
warehouse. 


ELECTRIC STORAGE BATTERY CO. 


Foreign activities continue to be an 
important segment of our business, and 
have contributed to sales and earnings 
in an increasing degree during recent 
years. 

New battery manufacturing facilities 
were completed in Cuba. Plans for 
broadening our foreign activities in 1959 
include expansion in countries where the 
company is now active and establishment 
of manufacturing facilities in additional 
countries. 

Manufacturing and Assembly plants 
(automotive batteries and accessories) ; 
Colombia, Venezuela, Cuba, Union of 
South Africa, Rhodesia, and Nyasaland; 
(dry cell batteries and flashlights) : Mex- 
ico. 


EX-CELL-O CORP. 


. .. Purchased all stock of a machine 
tool company in Germany. To provide 
facilities for expanding also purchased 
a site in a city adjacent. 
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Main offices and principal manufacturing facilities of Companhia United Shoe Machinery 


do Brazil at San Paulo. 
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GENERAL MILLS, INC. 


Subsidiary with plant near Mexico 
City procuses steroid intermediates ... 
Several newly offered during 1958-59 
have been favorably received by the 
pharmaceutical industry. Completing sec- 
ond year of operation, Habib-General 
Ltd. (Pakistan) showed steady progress 
in sales and earnings. General Mills 
owns 60% interest, produces and sells 
guar gums in world-wide markets. 

Savage & Parsons, jointly formed with 
Nuclear Equipment Ltd. of Watford 
(England) .. . engineers, manufactures 
and sells remotely-controlled handling 
equipment, mainly for use in nuclear 
energy field. Prime market will be coun- 
tries of the British Commonwealth and 
western Europe. 


GENERAL TELEPHONE & 
ELECTRONICS CORP. 


Manufacturing facilities within the 
System include Automatique Electrique 
S.A., in Antwerp, Belgium; and Auto- 
matic Electric S.A.T.A.P. in Milan, 
Italy . . . Construction work was started 
on a new building in Milan which will 
increase productive capacity by 50%. 


GERBER PRODUCTS CO. 


. . . Embarking on a Mexican manu- 
facturing venture with a subsidiary com- 
pany which will have about 30% Mex- 
ican capital. 


B. F. GOODRICH CO. 


Demand for rubber products and 
chemical materials has been expanding in 
many countries at considerably faster 
rates than in the U.S. Subsidiary com- 
panies were organized in 1958 to manu- 
facture and sell tires, chemicals, special- 
ty synthetic rubbers, and other. products, 
and capacities of a number of existing 
plants outside the U.S. were expanded. 

Business outside the U.S. is conducted 
through export sales of Goodrich brand 
products; through wholly — or majority 
— owned manufacturing subsidiaries; 
through selling subsidiaries, and through 
associate manufacturing and selling com- 
panies in rubber products and chemical 
businesses in which Goodrich ownership 
is less than 50%. 

New subsidiaries were established to 
manufacture and sell tires, tubes and 
other products in Australia and Brazil. 
A subsidiary company also was organ- 
ized during the year to manufacture and 
sell specialty synthetic rubbers and 
latices in The Netherlands. 

Geon de Mexico, a subsidiary, and 
Geon do Brasil, an associate company, 
both engaged in manufacture and sale 
of Geon vinyl resins, expanded manufac- 
turing facilities. The Japanese Geon Co. 
Ltd., also an associate company manu- 
facturing and selling Geon resins, now 
has under construction a plant for manu- 
facture of synthetic rubbers and latices. 
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GOODYEAR TIRE & RUBBER CO. 


Profits of foreign subsidiaries included 
in consolidated net income for 1958 
amounted to $18,522,652, after excluding 
$1,605,000 of restricted earnings added 
to reserve for foreign operations. To ad- 
just foreign current assets to prevailing 
rates of exchange, a charge for devalu- 
ation of $7,561,832 was made to this 
reserve from income in prior years... 

Overseas, expansions were carried for- 
ward in Argentina, Australia, Brazil, 
Canada, Cuba, England, Luxembourg, 
Mexico, Peru and Venezuela. We are the 
world’s largest producer of synthetic 
rubber and have substantial financial 
interest in an English synthetic plant 
and a technical arrangement for a new 
synthetic plant in Japan. 

The pattern of steady growth which 
has characterized international business 
since 48 years ago continued during 
1958. To meet current and anticipated 
demands abroad, plant expansions were 
undertaken in Argentina, Australia, 
England, Brazil, Cuba, Luxembourg, 
Peru, Sweden, Venezuela and Mexico. 
Goodyear products are now manufac- 
tured in 21 countries . . . and outlook is 
for even greater growth in the future 
. . . Other foreign production facilities 
(are located in): Indonesia, Philippines, 
South Africa and Colombia. 


W. R. GRACE & CO. 
Sales and profits of Dewey and Almy 


Overseas Division were at record levels 
in 1958, as demand abroad again in- 
creased more rapidly than in the U. S. 
With plants being expanded in Germany, 
Italy and France, this division is in a 
strong position to take advantage of op- 
portunities afforded by the European 
Common Market .. . In association with 
the leading French chemical company, 
Pechiney, facilities were completed in 
Puerto Rico for manufacture of high- 
purity silicon . . . Paper and chemicals 
are the two industries selected for em- 
phasis in Latin America, and consider- 
able progress in that direction was 
achieved last year. Capacity of the paper 
mill at Paramonga, Peru, was expanded. 

A similar paper mill in Puerto Rico 
which will also use sugar cane bagasse 
as the principal raw material is sched- 
ules for completion in April ... Con- 
struction of a third such plant is about 
to begin near Cali, Colombia . . . The 
market for paper in Latin America is 
growing more rapidly than in the U. S., 
as the public grows accustomed to higher 
standards of packaging and as the de- 
mand for books, periodicals and writing 





Publication of a special “Student Edi- 
tion” of Scott Paper Co.’s 1958 An- 
nual Report is believed to be the first 
of its kind. It is offered at no cost to 
colleges and universities for their 
courses in business and economics. 











paper increases The ammonium 
sulphate and urea project in Trinidad 
should be in production by end of this 
year. In Colombia two small chemica] 
companies were acquired in 1958. These 
operating profitably, will provide 4g 
nucleus for expansion .. . Profits of ow, 
two sugar estates in Peru continued aj 
good levels, although somewhat lowe 
than the previous years as a result of , 
decline in the world price of sugar... 
In Chile we had improved operating 
profits in our sugar, paint and edibk 
oil business as well as in our commercial 
agencies. In Peru and Colombia, profits 
of industrial and commercial enterprise; 
reflected reduced business activity. As 
was also the case in Chile, net dolla 
earnings were adversely affected by de 
cline in value of local currencies. 
Negotiations for sale of our interest in 
Tejidos El] Condor S. A., the textile com. 
pany in Colombia, were successfully con. 
cluded at a modest profit . . . in pursu- 
ance of our policy to concentrate in paper 
and chemicals in Latin America. We be- 
lieve that the difficult conditions last 
year in Latin America are temporary. 
and are a consequence of the extremely 
rapid rate of growth and industrializa- 
tion which distinguishes the Latin Amer- 
ican economies. (Also noted were ship. 
ping and airline operations which showed 
decrease in income during the year.) 

Grace International S.A., wholly. 
owned subsidiary, acquired a 4% interest 
in Federation Chemicals Ltd., whos 
plant in Trinidad is now under construc. 
tion. 


HARSHAW CHEMICAL CO. 


Our wholly-owned subsidiary in Eng- 
land, progressed rapidly in its third year 
of operations, Sales and earnings befor 
taxes nearly doubled those of 1957. 

Harshaw-Coiffe S.A. of Limoges, 
France, a 50% owned associated con: 
pany, reported sales (for nine months) 
25% ahead of last year, and earning: 
up 20%. 


H. J. HEINZ CO. 


Formally dedicated a major semi-aut¢ 
mated factory in England. Under con 
struction for four years, it is the larges! 
food-processing factory in the British 
Commonwealth. 

In the Netherlands, well on way t 
converting factory to Heinz international 
standards . . . Our Sandwich Spread is 
already being manufactured and success 
fully marketed in Holland, Belgium ané 
Luxembourg. Production and marketing 
of other Heinz varieties will follow. 

Our Australian Company exceeded it 
previous record levels of sales and né 
income . . . Sales of Baby Foods have 
increased rapidly Maintained 0 
slightly improved our share of the Soup, 
Bean and Spaghetti markets. “Heinz 
ade,” our new soft-drink mix, became 4! 
accepted warm weather product. 


TRUSTS AND EstATES 
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For the fourteenth successive year 
sales of our British Company reached a 
record level in all major markets. 

We are looking forward to the time 
when our Dutch Company will be a pro- 
ducer of a complete line of the 57 varie- 
ties. 

A new company was started in Vene- 
zuela. Extension of operations will take 
place in the current year. 


HERCULES POWDER CO. 


The papermaking chemical business of 
subsidiaries in Canada and England con- 
tinued to show growth. Two new Dresi- 
nate emulsifier plants were brought into 
operation during the year, one by the 
English company and the other by an 
associated company in Germany. 

The Company’s share of net income 
from foreign subsidiaries in 1958 was 
$452,000 and in 1957, $441,000. 


HIGH VOLTAGE ENGINEERING CORP. 


The developing export business, plus 
initiation of the European Common Mar- 
ket, encouraged us to set up for manu- 
facture in Europe and we have decided 
to establish a plant in The Netherlands. 


INTERCHEMICAL CORP. 


Operation of wholly-owned subsidiaries 
in the Far East and Mexico. . . Inter- 
chemical Corp. de Mexico, 8.A., continues 
gratifying growth and will soon start 
construction of a new plant. Principal 
products are printing inks, textile colors 
and industrial finishes. 

We are actively studying the possi- 
bilities of participating in the industrial 
expansion predicted for the Common 
Market area. We likewise have under 
study entry, as a resident manufacturer, 
into certain South American countries. 


INTERNATIONAL BRONZE POWDERS 
LTD. 


Investment of $74,204 in England 
represents a 54% interest in the Hert- 
fordshire Bronze Powder Works Ltd., 
producer of bronze powders for the 
Sterling Area. It had a substantial in- 
crease in profits for the year and our 
proportion of net income after taxes 
amounts to $37,964. 


INTERNATIONAL BUSINESS 
MACHINES CORP. 


IBM World Trade Corp. employs over 
25,000 people in 22 plants and 242 offices 
in 84 countries. During the year, new 
plants were started in Argentina and 
Japan, and work neared completion on 
another in The Netherlands . .. The 
total equity in IBM World Trade Corp. 
including retained earnings, aggregated 
$164,936,097 compared with $137,909,059 
on December 31, 1957... 
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IBM 


Gross income from sales, service and 


foreign countries 


Net income for the year 


Cash dividends to IBM Corp. 


1958 1957 
rentals in 
Bread EY I. SLE $245,721,021 $202,162,053 
ee 34,014,739 27,205,855 
8,000,000 6,000,000 








INTERNATIONAL HARVESTER CO. 


The Company’s investment in its 29 
subsidiary companies as shown on the 
Statement of October 31, 1958 was $129,- 
127,000 compared with $121,093,000 at 
the end of 1957. 


Areas of Operation 
EET Eee ee ae ee eee eee a 
Australia, New Zealand, Philippines 
Latin America 
Africa 


There are now 23 subsidiary companies 
outside the U.S. . .. Sales of foreign 
subsidiaries, excluding inter-company 
sales, were: 


1958 1957 
Europe ___._. $155,868,000 $158,853,000 
Pache —......... 82,313,000 83,496,000 
Latin America 73,832,000 84,234,000 
Africa, Middle 
est... 29,755,000 25,842,000 


The largest of overseas subsidiaries, 
CIMA in France, enjoyed a very active 
year and excellent sales. Production and 
unit sales were larger than 1957. The 
French subsidiary will introduce in 1959 
a new tractor ... The British subsidiary 
increased sales about 4% in 1958... 
The German subsidiary in 1958 in- 
creased its sales about 5%, and success- 
fully introduced a new diesel tractor... 
is now rehabilitating the factory at 
Heidelberg purchased in 1957, to produce 
a self-propelled combine. 


Despite drought which adversely af- 
fected agriculture, the Australian sub- 
sidiary slightly increased sales in 1958. 
The Company acquired a small factory 
in Melbourne . . . now producing bull- 





Equity in Cash Dividends 
1958 Declared Equity in 
Net Income in 1958 Net Assets 
$8,933,000 $4,025,000 $77,444,000 
4,011,000 1,898,000 47,600,000 
1,423,000 1,872,000 30,809,000 
402,000 494,000 7,108,000 





doser and bullgrader blades and other 
construction equipment. 

Sales of the Brazilian subsidiary in 
1958 approximated 1957 volume. Expan- 
sion of Santo Andre Works is approach- 
ing completion. Operations of the Cuban 
subsidiary continue to be hampered by 
political unrest. Sales of the Philippine 
subsidiary decreased about 12% in 1958, 
compared with 1957, principally as— re- 
sult of import restrictions ... The Mex- 
ican subsidiary increased sales approx- 
imately 15% in 1958. The New Zealand 
subsidiary slightly increased sales. 


INTERNATIONAL TELEPHONE & 
TELEGRAPH CORP. 


The wholly owned subsidiary, Interna- 
tional Standard Electric Corporation, 
has manufacturing and laboratory sub- 
sidiaries in 19 countries . . . one of the 
world’s largest producers of electronic 
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and communication equipment .. . 1958 
consolidated net sales were slightly above 
1957 . . . consolidated net income was 
below 1957 due to recession and in- 
creased competition abroad. 


JOHNS-MANVILLE CORP. 


Continued growth of our licensing and 
investment program abroad is reflected 
in consummation in 1958 of manufactur- 
ing facilities for asbestos packings, as- 
bestos textiles and refractories, and ther- 
mal insulations in Mexico, Brazil and 
Italy . .. In overseas markets there was 
increased competition from Russian 
fibre. There is no basis upon which to 
estimate the future of Russian compe- 
tition. 


JOHNSON & JOHNSON 


Consolidated net sales of foreign af- 
filiates during 1958 amounted to $60,917,- 
316, exceeding 1957 by 5%. 


Dividends remitted to the Parent Com- 
pany (by foreign affiliates) were $1,127,- 
923, compared with $1,082,142 during 
1957. Consolidated net earnings amounted 
to $2,444,246, net of an exchange con- 
version loss of $1,238,396 (principally in 
Brazil and Argentina) compared with 
$3,769,181 for 1937. (Compares with 
domestic operations sales of $265 (1958) 
and $263 million (1957); net of $12.6 
and $13.2). 


The future clearly points toward re- 
duction in export activity and an in- 
creasing tendency toward establishment 
of new manufacturing facilities over- 
seas, the result of growing barriers to 
export trade. Experience indicates that 
normal profits cannot be expected during 
the early years of local operations be- 
cause of high costs incident to becoming 
established in any new marketing loca- 
tion. Long-term plans provide for not 
only increase in the number of manu- 
facturing installations abroad but also 
for expansion of certain existing over- 
seas facilities. During the year, expan- 
sion or improvement in operations took 
place in Argentina, Brazil, India, Aus- 
tralia and New Zealand. 


Our research facilities abroad have 
expanded and improved. Fully integrated 
divisions, working in close liaison with 
research facilities and personnel in the 
U. S., now exist in Canada, England, 
Australia, Brazil and Argentina. Such 
activities are bearing some fruit, as new 
products have been introduced. 


JOY MANUFACTURING CO. 


Overseas business in 1958 continued 
its trend as an increasingly important 
part of total business. Joy International 
S.A., was formed during the year . 
to promote and develop our extensive 
overseas sales, service and production 
activities .. . Also provide technical ad- 
vice and service to Joy, its foreign licen- 
sees and subsidiaries. 
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... Net sales of unconsolidated foreign 
subsidiaries amounted to $21,726,000 
compared with $26,543,000 in 1957, ex- 
cluding Mexican subsidiary (now in- 
cluded in consolidated reports) and Craig 
Bit Co., now treated as an investment 

. sales of which companies _ totaled 
$2,800,000 in 1957 . . . This included 
$15,500,000 of equipment manufactured 
overseas. Net earnings, after deducting 
engineering fees, interest, foreign taxes 
and minority interests, were $904,000 
in 1958; $1,411,000 in 1957. (U. S. and 
Canadian net was $4.2 and $11.3 million, 
respectively.) 


KAISER INDUSTRIES CORP. 


Willys is expanding wherever feasible 
overseas manufacture and assembly of 
“Jeep” commercial vehicles, now con- 
ducted in 19 foreign countries ... for- 
eign dividends and royalties earned 
amounted to $2,856,000. Industrias Kaiser 
Argentina, S.A.(IKA) and Willys-Over- 
land do Brasil, S.A., (WOB), managed 
and partially owned by Willys Motors 
(33% and 44%), conduct automotive 
manufacturing businesses in South 
America. For the fiscal year June 30, 
1958, IKA had net sales and net profit 
equivalent to $40,377,000 and $5,615,000, 
and WOB had net sales and net profit 
equivalent to $19,024,000 and $1,811,000. 

IKA is constructing a new forge plant, 
and a passenger car using an Italian- 
designed body is planned for production 
by late 1959. A WOB expansion program 
will increase production capacity to 
60,000 vehicles annually ... WOB will 
produce a Willys passenger car in addi- 
tion to its present line of “Jeep” vehicles. 
During 1960, WOB also expects to be 
producing the Renault Dauphine passen- 
ger car. First “Jeep” vehicles produced 
by new Australian affiliate in March. 


KEARNEY & TRECKER CORP. 


Acquired controlling interest in Eng- 
lish firm (with) excellent diversification 


through manufacture of automatics, 
lathes, dieing presses, punch shapers, 
chucks, tools, jigs, moulds, and electric 
motors . . one of England’s largest 
manufacturers of auto body dies. 


KENDALL CO. 


A new division, Kendall Company In- 
ternational, formed to conduct foreign 
operations with exception of Canada, 
will also supervise activities for foreign 
subsidiaries in Mexico, Cuba, and other 
countries. 


KOPPERS CO. INC, 


In Brazil, a polystyrene plant set new 
records for both sales and profits in 
1958. Present plans call for expansion 

. . A styrene monomer plant started 
production in early 1958. Because of in- 
creased demand, construction work on an 
expansion has already been started. 

In Argentina, a polystyrene plant com- 
menced operations in 1958. In Guate- 
mala, a wood preserving plant built in 
1957 operated successfully. Koppers has 
acquired a small interest in a ‘““Wolman” 
salts wood treating company in Jamaica, 
expected to commence operations mid- 
1959. 

Expansion of activities in the foreign 
field through reinvestment of profits will 
be continued. 


LEEDS & NORTHRUP CO. 


Integra, Leeds & Northrup Ltd., Birm- 
ingham, England, in which Leeds & 
Northrup has a substantial stock inter- 
est, went into complete production of 
Speedomax Type H instruments during 
the year. New orders received increased 
by 21% compared with preceding year, 
and shipment by 31%. 


LIBBY, McNEILL & LIBBY 


Foreign operations continue to be 
profitable . . . Equity in the net income 
for the year of the overseas subsidiaries 
was $1,472,444, Assets of these subsidi- 
aries—England: $2,647,869; Germany: 
$2,404,665; Other: $970,465. 


ELI LILLY & CO. 


A tract in Sydney was acquired for a 
manufacturing plant, to concentrate on 
production of tablets and filled capsules. 
A Buenos Aires manufacturing company 
was purchased. 

Following amounts are included in con- 
solidated financial statements for subsi- 
diaries or branches located in Argen- 
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tina, Australia, Brazil, Canada, Colom- 
bia, Cuba, England, India and Mexico: 
Net income $2,528,390 in 1958; $2,453,- 
491 in 1957. 


LINK-BELT CO. 

Link-Belt Engenharia, Industria e 
Comercio Ltda., organized in Brazil in 
1957, successfully completed two sizable 
erection contracts for ore handling facili- 
ties in Venezuela . . . Link-Belt Africa 
Limited had a profitable year with larg- 
est sales in its history. 


LONE STAR CEMENT CORP. 


An improvement program was carried 
forward in subsidiary companies abroad 
... In Argentina, a Hercules mill was 
installed for raw material grinding and 
a new kiln placed in operation at Sierras 
Bayas. 

Productive rated capacities of Lone 
Star Plants: 49,100,000 barrels total, in- 
cludes 12 million in Brasil, Rio de 
Janeiro, Montevideo, Parana and Sierras 
oe 

Equity of the corporation in net assets 
of the unconsolidated subsidiaries in Ar- 
gentina and Brasil (in U.S. dollars at 
appropriate rates of exchange) was ap- 
proximately $11,200,000 at December 31. 


LIGGETT & MYERS TOBACCO CO. INC. 


In the Near East we have Turkish to- 
bacco processing plants at Izmir and 
Samsun in Turkey, and Cavalla and 
Zanthi in Greece. 


P. R. MALLORY & CO., INC. 


Our Australian affiliate (25% inter- 
est) in New South Wales experienced 
spectacular growth ... All foreign af- 
filiates and unconsolidated subsidiaries 
are showing progress and _ operating 
profitably. Equity in these enterprises 
constitutes an increasingly important as- 
Set. 


MERCK & CO. 


International Division continued an in- 
crease in sales and expansion of opera- 
tions abroad . . . Net sales increased 
by approximately 16% over 1957 . 
Major manufacturing plants were opened 
in Brazil, existing facilities expanded in 
Colombia. Plant expansions were begun 
in England and the Netherlands. 

We have Indian Government approval 
of formation of Merck Sharp & Dohme 
Private Ltd., owned jointly with Tata 
Sons. This partnership will construct a 
plant to manufacture several Merck 
products. 

Net income of foreign subsidiaries and 
branches amounted to $5,515,000 in 1958 
and $5,241,000 in 1957. Remittances of 
earnings from foreign subsidiaries and 
oranches amounted to $2,209,000 in 1958 
and $1,315,000 in 1957. 


MINNEAPOLIS-HONEYWELL 
REGULATOR CO. 


Overseas operations again established 
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new records . . . Profits from foreign 
operations increased ...a growing per- 
centage of these sales accounted for by 
products manufactured in overseas 
plants; industrial instruments, heating, 
ventilating, air conditioning controls and 
micro switches (United Kingdom); in- 
dustrial control valves, heating, ventilat- 
ing and air conditioning controls (Ger- 
many) ; oil burner control systems (Neth- 
erlands); and oil burner relays, indus- 
trial instruments (France) ... In the 
United Kingdom, several devices in our 
electric temperature control line were 
added to production . . . putting some 
pneumatic control equipment into pro- 
duction at our plant in Germany. 

Due largely to effects of the economic 
recession and curtailed import permits, 
sales of 50%-owned Japanese affiliate 
were about the same. . . Commercial air 
conditioning controls and products of 
Micro Switch Division now being added 
to production. 


MINNESOTA MINING & MANUFAC. 
TURING CO. 


Sales of $79.9 million ($66 million in 
1957) include export and Canadian sub- 


sidiary . . . Dollar income received from 
the foreign subsidiaries increased sub- 
stantially . . . highest since direct entry 


into world markets eight years ago. 
Profitable operations continued for sec- 
ond consecutive year in each of the eight 
countries where subsidiary manufactur- 
ing operations have been established. 

Negotiations under way for establish- 
ment of manufacturing facilities in 
Japan and Italy. Tape converting opera- 
tions established in Johannesburg (South 
Africa) during 1958 . . . English sub- 
sidiary completed expansion of plant in 
Wales. 

Argentine subsidiary exceeded expec- 
tations for both sales and profits despite 
political and economic’ uncertainties. 
Both Australian and Brazilian companies 
continue to be fast growing subsidiaries. 
To achieve operational efficiencies, two of 
the French companies were merged. Com- 
pany’s equity in net worth of non-consoli- 
dated foreign subsidiaries increased 
from $13.4 million in 1957 to $16.1 mil- 





lion in 1958. Manufacturing plants also 
operating in Germany and Mexico. 


MONSANTO CHEMICAL CO. 


Greater sales by affiliated foreign com- 
panies more than offset a decline in our 
exports, Our operations in United King- 
dom date from 1920; new polyethylene 
plant near Southhampton began oper- 
ating in 1959. Sales and earnings fell 
short of those of 1957, as credit string- 
ency ... reduced the pace of British in- 
dustry. 

We now hold 40% of the equity in 
Sicedison S.p.A., an important Italian 
chemical company having two substan- 
tial plants in northern Italy ... (which) 
in 1958 began producing ethylene, pro- 
pylene and propylene tetramer ... Under 
construction are plants for plasticizers, 
fluorine derivatives, expanded acryloni- 
trile capacity and several other products. 
Near Milan, a substantial research labor- 
atory is nearing completion. Sicedison’s 
sales have been climbing steadily and, 
despite heavy start-up expenses, its in- 
come has increased. 

In France, jointly owned Societe Mon- 
santo-Boussois set new sales records. Ex- 
pansion of its plant . .. will permit 
manufacture of products new to the 
French market. Earnings of jointly 
owned Japanese company were affected 
adversely by low internal prices, but the 
outlook is improving. 

Monsanto Chemical (Australia) Ltd. 
... achieved new highs both in sales and 
income. Purchase of complementary facil- 
ities of Beetle Elliott Pty. Ltd. almost 
doubled physical plant. 

Monsanto Mexicana S.A., wholly owned, 
experienced record sales and income... 
Monsanto Argentina S.A.I.C. had a very 
successful year, but dollars profits suf- 
fered from peso inflation . . . In Spain, 
affiliate Etino-Quimica S.A., (25% in- 
terest) added new products to its vinyl 
resin line; also a new polystyrene plant. 

Gross assets of companies outside 
United States in which Monsanto holds, 
directly or indirectely, 40% or more of 
equities, approximate $250,000,000; more 
than 70% of these assets are in Great 
Britain and Western Europe. 





a LIFESAVER for Community Bank Trust Officers 
Who Need Assistance “FROM THE TRUST VIEWPOINT" 


TRUST INVESTMENT ~ 
COUNCHL 





Yes ... Studley, Shupert Trust Investment 
Council services go far beyond mere statistical 
data and generalized analyses of 

economic conditions. Instead, the Council 
augments its Members’ trust department 
personnel with a staff of experienced, 
competent, trust-minded specialists . . . 

and these assist Members in attaining the 
specific trust objectives of individual accounts. 
We invite you to investigate the advantages 
of Council Membership. Write Dept. TE-2. 


STUDLEY. SHUPERT TRUST INVESTMENT COUNCIL 


1617 Pennsylvania Boulevard, Phila. 3, Pa. 


24 Federal Street, Boston 10, Mass. 


A current example of how Koppers is advertising 
to management men in industry 


Products and Ideas 


Here are some reports about Koppers products that should 
interest you; and some ideas, too—other people's ideas 
as well as ours—which have put Koppers products to good 
use. Maybe you can use some of these products and ideas 
to save money, improve a process, make a better package, 
increase sales or solve another industrial problem. 


Dry ice lasts 3 days 


in Dylite Insulated Frozen Food Boxes 


You’re in a supermarket or dairy store,and 
there, right in the middle of the aisle, is a 
frozen food display box. It’s in your way 
so you have to walk around it. You can’t 
helpseeing ““Special— Pistachio Ice Cream” 
and you’re trapped. You buy ice cream. 
Then you see that this freezer is unique. 
It can stand in the middle of the floor, 
forcing you to notice it because it needs 
no electrical wires. It works on plain dry 
ice. But dry ice evaporates. Must they 
fill it every day? No. The box is insulated 
with Dy.iTe®, an amazing foamed plastic 
developed by Koppers Plastics Division. 


It’s so amazing, in fact, that the dry ice 
lasts three days before it loses its freezing 
power. You learn, too, that DyLITE con- 
tainers used for shipping frozen foods 
need only 40% as much dry ice as do 
conventional containers. 

DYLITE is strong, too. Completely wa- 
terproof and lighter than cork. And it’s 
low cost. It can be molded to any shape 
or size . . . the perfect insulation for 
everything from ice buckets to refrigerator 
and freezer cabinets. Could be DyLITE is 
what you’ve been looking for. Check the 
coupon for the full story. 














A modern Swiss Chalet 
from 12 Creosoted Poles 


You sit inside this striking ski shelter at 
Greek Peak, N. Y., and you can watch 
the entire ski area through the wall of 
glass. Slanting up to the roof apex, serv- 
ing as beams, are 12 massive creosoted 
poles. Black and handsome against the 
light brown of the ceiling boards, the cre- 
osoted poles are easily strong enough to 
support the large roof area, often heavy 
with snow. And because they are pressure- 
creosoted they’ll last into the next century 
—with no maintenance. 

Pole-type construction is one of the 
most inexpensive ways to build, costing 
up to half as much as conventional con- 
struction. It’s excellent for warehouses, 
shelters, farm buildings, etc. These par- 
ticular poles are yellow pine, pressure- 
treated at the Koppers Wood Preserving 
Division plant at Horseheads, N. Y. Had 
you considered pole-type construction? 
Return the coupon and find out more 
about it. 




































A major problem of the jet age is noise— 
the tremendous, shattering roar of the jet 
engine. To better understand this problem, 
you visit the jet engine testing facilities of 
a large west coast aircraft manufacturer. 
There, engineers and experts in the field 
of acoustics tell you that unmuffied jet 
noise can ruin communications, frazzle 
nerves, tear concentration to shreds, even 
undermine health or cause deafness. 

Then how are these engines worked on? 
How are they tested (sometimes for hours 
on end) at a heavily populated installation 
like this? 

_ The answer is a “hush house”—a pre- 
cision engineered acoustical test chamber 
Which diverts and dissipates engine noise 


“Hush House’’ cuts jet roar to 4 whisper 


OPPERS 


The runway is weathered and worn from 
thousands of takeoffs and landings. “‘Sun- 
light, rain, snow and frost. That’s what 
really does it,”” says the Airport Engineer. 
**Plus fuel spillage, which literally dissolves 
the bituminous paving.” You step back as 
the applicator truck makes a pass, leaving 
behind it a velvety black 10-foot-wide 
strip of brand new runway surface. “But 
this is the answer,” he gestures. “‘Koppers 
Pavement Sealer. We’re sealing these run- 
ways at the rate of seven miles an hour. 
And in good weather the Sealer dries 
inside of two hours.” 

Koppers Pavement Sealer adds years of 
life to asphalt paving—preserves, protects 
and beautifies it. And because of its unique 















through a series of wave-shaped baffles in 
its air intake and exhaust stacks—and 
which stops noise from going through its 
walls and ceiling with thick acoustical 
panels. Even the thundering boom of an 
enclosed F-102A is reduced to a soft hum 
outside the cell. 

The Sound Control Department of 
Koppers Metal Products Division designs 
and manufactures “hush houses” and a 
complete line of silencers and acoustical 
systems for all industry, including silencers 
for gas turbines and snort valves, machin- 
ery enclosures, silencers for air condition- 
ing systems, and audiometric rooms for 
hospital and clinical tests. Is noise your 
problem? Why not check the coupon? 





Divisions: Chemicals & Dyestuffs « Engineering & Construction « Gas & Coke 
Metal Products « Plastics * Tar Products e Wood Preserving « International 


New ‘‘Fuelproof Sealer’’ 
makes old paving young again 






resistance to weather and petroleum prod- 
ucts, it is ideal for airfield runways and 
aprons, parking lots, service stations, 
driveways, sidewalks, playgrounds and 
tennis courts. The Sealer can be applied 
with mechanical spraying equipment as it 
was in this case, or for smaller areas with 
a simple nylon-bristled push broom. And 
you don’t have to heat it. Is pavement 
deterioration your problem? Then check 
the coupon below. 





Vat-dye kit gives bright 
new life to faded fabrics. 


This is the “Sani-Vat’”” Dye Kit—a do-it- 
yourself process for hospitals, hotels and 
other institutions that want to give faded 
linens, uniforms, drapes and napery a 
colorful, new lease on life. With it you can 
vat-dye fabrics with permanent colors, us- 
ing normal institutional laundry equip- 
ment. Far superior to any other type of 
fabric dye, vat dyes remain color-fast in 
spite of frequent washing, sunlight, bleach- 
ing, dry cleaning and hot pressing. The 
““Sani-Vat” Dye Kit was developed by 
Koppers Chemicals and Dyestuffs Divi- 
sion. Perhaps it can save you money. 
Check the coupon. 














——a—ae PUT THESE IDEAS TO USE NOWI-- 


To: Fred C. Foy, President 
Koppers Company, Inc., Room 1428A 
Koppers Bldg., Pittsburgh 19, Pa. 


Please send me further information on the 
following money-saving products and ideas: 
DYLITE EXPANDABLE POLYSTYRENE 
PAVEMENT SEALER 

INDUSTRIAL SOUND CONTROL 

VAT DYES AND “SANI-VAT” KIT 
POLE-TYPE CONSTRUCTION 
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HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 












































































































































1 2 3 4 5 6 7 8 9 10 
PORTFOLIO PRINCIPAL PERFORMANCE INCOME 
POLICY Base (100) : Bid Price 6/30/50 
For detailed explanation as to west Deevestment 
selection and interpretation of % common stocks, Current Dividend % on 
data see July 1959 issue, p. 690. kena annie tens 8 7/31/59 — oes: 
preferred stocks 6/30/50 to Bid& Bid nd lad 
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14 Nation-Wide Securities 58.3 62.1 54.5 S23 SOF2 2787 178.7 150.2 $338 3.47 ti divi 
15 George Putnam Fund 78.1 74.0 66.8 83.5 97.5 226.9 226.6 189.8 2.80 3.03 1) mar 
16 Scudder Stevens & Clark Balanced Fund ___. 66.2 67.38 56.7 74.6 97.3 187.6 187.0 158.8 293 3.07 16 sen! 
17 Shareholders Trust of Boston. _ 61.8 78.9 58.8 — 96.3 216.6 216.5 169.8 3.56 3.63 li buy 
18 Stein Roe & Farnham Balanced Fund __. 61.6 64.7 50.5 — 968 239.8 239.2 207.5 2.54 2.62 18 ’ 
19 Wellington Fund _ oe? 63.6 68.5 63.2 70.9 97.38 200.2 199.9 166.6 2.95 3.13 19 only 
20 Whitehall Fund 5.30 60.2 51.0 — 95.8 204.1 204.1 157.6 3.37 3.50 2) patt 
elec 
FLEXIBLE FUNDS 73.3 95.8 246.1 245.5 198.9 2.71 3.15 che: 
21 Broad Street Investing Corp. 87.9 89.6 177.3 65.1 93.7 284.5 284.5 241.5 3.18 3.59 21 rad 
22 Delaware Fund —. eeiliibinsn 89.9 95.5 84.3 69.3 95.3 242.8 242.1 184.4 2.47 2.99 2 Bi gry 
23 Dreyfus Fund 86.2 99.9 52.7 — 96.6 382.3 382.3 328.1 1.92 2.00 2 d 
24 Fidelity Fund 96.2 97.7 86.0 — 95.4 3024 | 3012 258.4] 2.75 3.37 4 a 
25 Institutional Foundation Fund —---... 83.9 88.5 82.0 — 95.5 287.8 237.8 184.2 $39 3.711 & the 
oe arememmoener Ponda 87.9 93.6 63.0 101.0 96.4 194.6 192.6 140.8 3.04 3.53 2% Go 
27 Loomis-Sayles Mutual Fund 59.1 60.1 49.5 60.5 96.6 186.6 186.6 148.7 2.95 3.04 2 rail 
28 Mutual Investment Fund __ pres 2s cee 84.0 84.0 55.8 74.6 95.7 184.3 182.9 142.4 2.52 2.89 28 Bul 
eee ee Pane 61.8 66.8 56.2 78.4 97.2 176.5 175.2 136.2 3.14 3.54 29 
30 Selected American Shares... 95.9 97.6 81.1 74.0 94.3 257.7 256.8 189.1 2.64 3.12 3 @ nu 
31 Sovereign Investors 93.6 97.7 93.6 98.3 98.2 284.1 283.6 261.5 78° 3:62 101 enc 
32 State Street Investment Corp. itemise 92.4 92.7 81.2 56.8 95.3 218.5 | 218.5 149.1 1.89 2.51 2 Mi als 
33 Wall Street Investing Corp. — 88.2 88.2 77.9 — 96.1 259.7 259.1 237.9 2.74 2.98 3 she 
34 Wisconsin Fund, Inc. —. 95.9 98.6 177.4 54.8 95.4 233.4 233.4 187.0 2.51 3.23 3 ll 
COMMON STOCK FUNDS 65.3 94.7 308.3 | 307.6 255.1 | 2.41 2.93 ao 
SE 89.8 97.5 84.5 61.0 93.6 238.4 | 238.4 187.0 | 2.79 3.47 3 
36 Bullock Fund — 79.6 88.5 176.7 68.0 94.6 277.7 | 277.7 2209 | 2.48 2.85 3 @ sha 
eI 85.4 86.6 81.4 73.5 93.6 242.5 | 242.5 202.0 2.73 3.03 37 @ hay 
38 Eaton & Howard Stock Fund = S40 92:1 83 62.2 95.2 310.8 310.0 276.0 2.15 2.44 3 BF, 
> Pemeemestal Javetecs 99.0 99.2 96.7 54.5 94.4 307.3 306.4 266.2 2.19 2.87 3 
40 Group Securities—Common Stock 98.4 99.1 90.4 95.1 245.4 245.2 202.9 3.71 4.48 40 
41 Incorporated Investors oa 96.3 98.2 89.0 59.8 96.6 326.8 824.2 260.8 1.79 2.46 4 uec 
42 Investment Company of America — 86.2 95.5 177.6 64.1 94.1 301.8 301.8 225.7 2.23 2.54 #2 @ the 
43 Keystone Growth Common (S-3) — 95.5 99.0 91.0 71.7 97.4 356.6 355.2 257.9 1.81 2.50 #8 eq 
44 Massachusetts Investors Growth Stock Fund — 93.8 99.38 93.8 69.6 94.7 386.7 385.4 333.7 1.49 1.84 44 i. 
45 Massachusetts Investors Trust 98.1 99.3 97.3 76.6 95.3 3381.7 330.9 306.2 2.72 3.29 49 * 
CR Ea een ea 97.3 99.3 97.5 57.6 92.7 356.5 | 356.5 285.9 191 2.30 4 Ou 
47 National Securities—Stock Series 97.2 98.9 93.9 — 93.6 247.0 245.1 191.9 3.70 4.55 47 Hew 
48 T. Rowe Price Growth Stock Fund —..... 75.8 92.5 172.1 — 946 417.5 417.5 358.4 1.78 2.19 8 Bho 
49 Scudder Stevens & Clark Common Stock Fund_.. O78 98:2 9146 — 94.5 307.8 307.3 271.0 2.25 2.73 49 ind 
er, erento Beane PONG oo 98.5 984 91.3 — 95.4 277.5 276.9 235.7 2.86 3.35 50 the 
500 STOCK INDEX (Standard and Poor’s)” re ae 70.7 94.3 342.7 | 342.1 oe aber anid af 
CONSUMERS PRICE INDEX (B.L.S.)» 5 ane _ _ 58.5 100.0 122.3 pa ions aa — 
atin a 
n—Adjusted to June 30, 1950 base; *—-Leverage operated until 2nd quarter 1950; Italics indicate ex-div. or high or low reached during current month. - 
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Funds Sell Oils 
in Second Quarter 





Selling of oil shares on balance high- 
lighted fund portfolio transactions dur- 
ing the second quarter of the year. This 
was a reversal of the favorable attitude 
toward the petroleum issues which had 
been less pronounced for almost a year 
according to the regular quarterly sur- 
vey of portfolio transactions published 
by this writer in “Barron’s.” Manage- 
ments also sold the airlines but were 
divided in their outlook on the aircraft 
manufacturers. Electric utilities repre- 
sented the big volume purchasing but 
buying transactions topped selling by 
only a slight margin. Duplicating the 
pattern of the previous three months, 
electrical equipment and _ electronics, 
chemicals and steels also led the pa- 
rade of fund favorites. Twenty-three in- 
dividual management purchases of Ford 
and thirteen of General Motors swelled 
the buying volume in the auto division. 
Good buying was also noticeable in the 
rails, building and machinery stocks. 
Bullish interest picked up in the alumi- 
nums, but coppers in general experi- 
enced a mixed reception. Opinion was 
also divided on the drug and paper 
shares as well as the finance companies 
and banks. During the first three 
months of the year the funds, as a 
whole, had been bearish on banking 
shares but lately a few such as Putnam 
have become buyers. The favorite was 
First National City of New York. 

In the overall, managements contin- 
ued to favor common stocks although 
the balanced funds as a group weighted 
equity transactions slightly on the sell- 
ing side. One half of these latter in- 
cluded in the survey bought prior se- 





















g Curities on balance while only a quarter 





bought common stocks. There was some 
indication of increased caution also on 
the part of the common stock funds with 
a falling off in both buying and selling 
transactions. Additionally, almost one 
half of these latter funds increased li- 
quid assets represented by cash, short 
terms and governments. 

Portfolio purchases made by six or 
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more managements included the follow- 
ing: (23) Ford; (13) General Motors; 
(10) Jones and Laughlin, Phillips Lamp 
Works; (9) Aluminium, Florida Power 
Corp. (partly with rights), United 
States Steel; (8) Bethlehem Steel, Con- 
tinental Can, Pittsburgh Plate Glass, 
Radio Corp., Republic Steel, Schering 
Corp., Virginia Electric and Power 
(partly with rights) ; (7) American Vis- 
cose; (6) Aluminum Corp. of America, 
Caterpillar Tractor, General Electric, 
International Nickel, Lorillard and 
Standard Oil (Indiana). Issues sold by 
at least one half dozen managements 
were as follows: (14) American Tele- 
phone and Telegraph; (11) Gulf Oil; 
(9) Standard Oil (New Jersey); (8) 
American Can, International Telephone 
and Telegraph; (7) Boeing Airplane, 
Columbia Broadcasting System; (6) 
Amerada, Deere and Co., Goodyear, 
Phillips Petroleum, Royal Dutch Petro- 
leum and Sinclair Oil. 


Loomis-Sayles Canadian 

Offering Limited to “Family” 
After observing the five years’ experi- 

ence with a Canadian domiciled mutual 


of its counterpart in age and size in the 
investment counsel field—Scudder Stev- 
ens and Clerk—Loomis-Sayles and Co. 
is now offering its own vehicle. Intended 
primarily for the American investor, the 
Loomis-Sayles Fund of Canada resem- 
bles in many ways the other eight Non- 
Resident-Owned Canadian mutuals. The 
shares are originally being offered at 
$25 for a limited period and subse- 
quently at net asset value. Each pur- 
chase must be at least $500. The unus- 
ual feature of the fund, however, is that 
the initial and continuous offering is 
being restricted to the clients, officers, 
directors and employees of Loomis, 
Sayles and Company. Also eligible as 
subscribers, but limited to a period of 
two months only, are shareholders of 
Loomis-Sayles Mutual Fund of record 
at the beginning of the two months* 
period. 

The policies and operations of the 
new Canadian Fund are based on the 
investment research and recommenda- 
tion of the Loomis-Sayles and Company 
investment counsel organization. In ad- 
dition the fund’s board includes eight 
directors with broad business experi-~ 











AFFILIATED 
FUND 


A Common Stock Investment Fund 


Investment objectives of this 

Fund are possible long-term 

capital and income growth for 
its shareholders. 


CHICAGO 





Prospectuses on request 


LORD, ABBETT & Co. 
63 Wall Street, New York 
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AMERICAN 
BUSINESS SHARES 


A Balanced Investment Fund 


Company invests in a portfolio 
balanced between bonds and 
preferred stocks selected for 
stability, and common stocks 
selected for growth possibilities. 


LOS ANGELES 




















ence not affiliated with the sponsor or- 
ganization. Of these, four are Canadian 
residents. These are: Frank S. Capon, 
Treasurer and Director, duPont of Can- 
ada, Ltd., F. Campbell Cope, Q. C., law- 
yer, Thomas S. Johnston, President, In- 
terprovincial Pipeline Co., and William 
F. Mainguy, Executive Vice-President, 
The Shawinigan Water and Power Com- 
pany. Maurice T. Freeman, Executive 
Vice President of Loomis, Sayles and 
Company is President of the new fund. 

The fund will invest at least 60% of 
its assets in the securities of issuers de- 
riving the major part of their income 
from Canada, according to the com- 
pany’s prospectus. It does not expect to 
concentrate its assets in any one indus- 
try. The ‘new mutual is also authorized 
to invest up to 40% of its portfolio in 
other than Canadian or United States 
securities. The primary investment ob- 
jective, of course, is long-term growth 
of capital with all net income, both from 
dividends and interest as well as real- 
ized gains, being accumulated and rein- 
vested. 


Broad Street Group 
Makes Thirteenth Acquisition 


Broad Street Investing Corporation 
has recently acquired the assets of the 
B. B. Geyer Co., a personal holding 
company having 12 stockholders (with 
8 other persons having beneficial inter- 
ests in its stock) and a valuation ap- 
proximating $24 million. Net unreal- 
ized appreciation of Geyer’s securities 
acquired amounted to 14.2% while 
those of Broad Street were 37% on the 


EARNINGS of HUGH LONG & CO and INVESTORS MANAGEMENT CO. 





























Year Ended November 30 Six Months Ended 
1954 May 31, May 31, 
Now 1) 1985 1936 1957 1938 1958 fr 
(Unaudited) 9 
INCOME: 
Gross sales of mutual fund shares $38,095,729 $57,495,363 $59,809,302 $64,996,413 $68,943,259 | $27,583,094 $49,590,6% 
Gross profit from sales .......... $ 778,397 $ 1,139,777 $ 1,211,087 $ 1,293,792 $ 1,276,455] $ 545,329 ¢ 805.54 
Management and advisory fees .. 1,353,852 1,890,120 2,305,506 2,415,230 2,538,663 1,144,162 1,686,813 
Other income ........cccccccee 816 339 854 3,491 7,596 5,857 
Total income ......... 2,133,065 3,030,236 3,517,447 3,712,513 3,822,714 1,689,491 ~ 2,498.2 
Supervisory, ADMINISTRATIVE AND 
rT 1,652,027 2,107,986 2,370,035 2,572,285 2,676,153 1,230,770 1,558,535 
Net Income Berore Feperat TAXEs 
DEE cA Sscdccesacveenene 481,038 922,250 1,147,412 1,140,228 1,146,561 458,721 939,675 
FEeperAL TAXES ON INCOME ........ 246,874 490,769 620,672 610,223 614,778 244,960 501,28 
i Sid ccaiiecasessiscds $ 234,164 $ 431,481 $ 526,740 $ 530,005 $ 531,783| $ 213,761 $ 43845 
Net Income AppLicaBLe To CLass C 
Serer erere rr rrr re $ 500 $ 140 
Net IncoME ApPLicaBLe To CLass A 
AND B Common STOcK .......... $ 234,164 $ 431,481 $ 526,740 $ 530,005 $ 531,283 | $ 213,761 $ 436975 
Earnincs Per SHare or Crass A ° 
AND B Common Stock (Note 2).. $ 0.243 $ 0.449 $ 0.548 $ 0.552 $ 0.545 | $ 0.222 $ 0.46 
Drviwenps Par Per SHARE ON 
Crass A anp B Common Stock 
ERE Kan sacomecivsiensdianses $ O18 
Notes: 


(1) The Company owned twenty-five per cent of the outstanding capital stock of Investors Management Company, In, 
at the beginning of the fiscal year ended November 30, 1954 and on February 28, 1954 acquired the remaining seventy-five 
per cent of such stock at book value. The Summary includes the results of operations of Investors Management Company, In 


for the year ended November 30, 1954. 


(2) Earnings per share of Class A and B Common Stock are computed based upon shares outstanding at end of each peris/ 
adjusted retroactively for the change in the Class A and Class B Common Stock of the Company effected in February 19% 
whereby the par value was reduced from $10 to $1 per share and twenty shares were issued for each share previously ou: 


standing, and for a two-for-one split effective July 21, 1959. 


(3) Dividends paid per share are stated as adjusted for the two-for-one stock split effective July 21, 1959. 





valuation date. This favorable difference 
in percentage of unrealized appreciation 
was one of the relevant considerations 
taken into account by the Broad Street 
directors in approving the acquisition as 
exchange of Broad Street shares was 
made on a straight valuation basis with 
no allowance for the differential. 

Geyer is the thirteenth investment 
company to exchange its assets for 
shares of one of the Broad Street Group 
of Mutual Funds in recent years. Ten 
of these have been private personal 








FIDUCIARY MUTUAL INVESTING 
COMPANY, INC. 


announces with pleasure the election of 
MORTON M. BANKS 


as Vice President and Director 














Mr. Banks is President of 
MERCER MANAGEMENT CORPORATION, 


underwriter and distributor of the Fund. 


115 BROADWAY, NEW YORK 6, N. Y. 


WoOrth 4-2042 
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holding companies, two were publicly: 
owned mutual funds, 
publicly-owned, 


and one was 3 
closed-end investment 


company. The procedure for acquisition | 


by the Broad Street Group of such con: 
panies has developed into a fairly star- 
dard pattern. Such procedure in_ the 
case of Geyer was outlined by Broad 
Street in recent literature distributed to 
dealers. 


Hugh Long Offering Discloses 
Sponsor Profit Picture 


Of particular interest in connection 
with the offering of shares of Hugh 
Long and Co., underwriters of Fund: 
mental Investors, Diversified Investment 
Fund and Diversified Growth Stock 
Fund, is the summary of earnings for 
the lent five and one-half fiscal yeats 
(see table). The Class B Common Stock 
(Non-Voting) is being offered by four 
teen present sharzholders including Mr. 
Hugh Long. Clark, Dodge and . 
heads the underwriting. 

According to the prospectus: Super 
visory, administrative and 
penses have risen in line with the get 
eral increase in the cost of doing bus 
ness and as a result of intensified sales 
effort and the provision of additiond 
services for shareholders and dealer. 
The gross profit from sales, as a pe 
centage of gross sales, has tended to de 
cline, reflecting a trend toward large 
average individual sales that cart) 
lower distribution charges as d scribed 
under “Sale of Shares of the Funds.” 


sales ex 
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When the structure 
changes... 





Whenever there is a change in a corporation’s 

capital structure, the sound advice of a businessman’s 

bank is essential. For example, one of the primary 

functions of our Corporate Trust Division is to act as trustee 

when a corporation issues bonds. Our duties cover the broad range of 
assuring proper performance of the agreements made between the 
corporation and the holders of the securities. 

This Bank also serves as... stock transfer and dividend disbursing agent 

... registrar or co-registrar ... depositary under syndicate and reorganization 
agreements and custodian of or agent for the handling of securities. 

Explicit information regarding any of these functions as they pertain to your 
own or your clients’ particular corporate situation will be gladly given at 
any time—without obligation. Just write, use The Bank Wire, or phone 


FRanklin 2-7400. 


TRUST DEPARTMENT 


CiryY NATIONAL BANK 


AND TRUST COMPANY of Chicago... 
208 SOUTH LA SALLE STREET 
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{| Predictions are for an explosion in 
world energy use over the next 16 years, 
a matter of vital common concern. 

{| All sources of energy will expand 
tremendously but indications are that 
petroleum will be called upon to fill the 
major portion of our energy needs. 

| By 1975, experts say, more than 
two-thirds of all the energy used in the 
United States will come from crude oil 
and natural gas. 

{| Throughout the world, petroleum is 
capturing an ever-growing share of the 
energy market. 


HE UNITED STATES USES ENERGY FOR 

domestic and industrial purposes at 
a fantastic rate. With just 6% of the 
world’s population and 7% of the land 
area, we produce and consume almost 
40% of the world’s energy. 

Petroleum now supplies roughly 72% 
of the total U. S. energy market of 41,- 
165 trillion BTUs a year. The rest is 
shared by coal and water power. 

Considering the world as a whole, 
49% of total energy comes from petro- 
leum (37% from crude oil and its prod- 
ucts and 12% from natural gas), 49% 
from coal and lignite and 2% from 
water power. 

Key factors in the emergence of petro- 
leum as prime provider of the world’s 
energy have been the abundance of re- 
sources and man’s yen to “go places” 
—on land, sea and in the air. Because 
of this he has become more and more 
dependent on devices that burn liquid 
fuels. 


Expanding Use of Oil 

Until 1915, coal was the primary 
source of energy, providing 90% or 
more of the total. Kerosine accounted 
for most of the rest. 

After World War II there was a dis- 
tinct change in the pattern of energy 
use, mainly as a result of the rapid 
development of automotive transporta- 
tion. 
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ON THE ENERGY FRONT... 


Developments of Investment and Commercial Interest 


FRANK M. PORTER 


OIL’S FUTURE IN THE ENERGY MARKET 





Trusts AND Estates welcomes Mr. Porter 
as guest of columnist Robert Resor. President 
of the American Petroleum Institute since 
1950 and with more than 40 years background 
in the industry as independent producer and 


drilling contractor, he speaks with authority 
in his field. 





By 1919, oil demand had inched up 
to 10%. Oil was establishing a toehold 
in the bunker trade of merchant and 
naval vessels. It also had become a signi- 
ficant source of energy in manufactur- 
ing, in railway transportation, and in 
gas-making—especially in the United 
States. 

During the next decade, oil’s growth 
was particularly rapid. To a large ex- 
tent, this was due to the growing popu- 
larity of the automobile. But demand 
for oil was given added impetus by 
serious coal shortages which swept over 
the United States, the Saar and Britain 
in the wake of crippling strikes. During 
this period, the use of petroleum nearly 
trebled, and oil’s share of the total en- 
ergy market rose to nearly one fifth. 

Growth in oil demand was very mod- 
est over the next 16 years, suffering first 
from the effects of the depression and 
then by limited consumer demand dur- 





Scat anni 





oil requirements soared 167% between 


1945 and 1958. 


By 1975 


Crystal-ball gazing is tricky at best, 
but let’s take a glimpse at the U. S. 
energy picture for 1975: 

According to one authoritative esti- 
mate, energy requirements will be in the 
neighborhood of 80,000 trillion BTUs— 
about double the current rate. 

Coal will account for an estimated 
23% of the total and water power, in- 
cluding that generated by nuclear en- 
ergy, about 9%. 

The bulk of our energy needs will be 
provided by crude oil and natural gas. 
Together they will have to supply the 
market with 54,140 trillion BTUs, or 
30% more energy than is derived today 
from all sources combined. 

World requirements for energy will 
increase at an even faster clip. In de. 
veloped economies of Europe and North 
America, an increase of slightly more 
than 3% a year seems likely. 

Elsewhere, rates will be higher, reach- 
ing a maximum of something over 514% 
a year in the Communist areas. This 
does not mean that these countries will 
be using more energy than will the U. S. 





ing World War II. 


The sharp rise 
came between 1945 
and 1958. Require- 
ments for energy al- 
most doubled dur- 
ing this period, but 
supplies of coal— 
until now the major 
source of world en- 
ergy—rose by less 
than half. 

It fell upon crude 
oil to carry the 
main burden, with | 
a slight assist from 
natural gas. As a 


two-thirds of the total. 





Source: U.S. Bureau of Mines. 





result, world crude 


PRIMARY SOURCES OF ENERGY IN THE U.S. A. 


As late. as 1920, coal furnished 78.4 per cent of the total 
energy consumed in the United States, oil and natural 
gas furnished 17.7 per cent and water power 3.9 

per cent. In the last 37 years, however, almost 

all the tremendous increase in consumption 

of energy has come about through 
increased use. of oil and natural gas. 
In 1957, they provided over 


TRILLIONS OF BRITISH THERMAL UNITS 
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Source: U. S. Bureau of Mines — American Petroleum Institute. 





It means simply that this area of the 
world is starting from a much lower 
energy base-point. 

Following is an analysis of the world 
energy market in 1975, based upon a 
paper presented at the Fifth World Pe- 
troleum Congress by Nathaniel Guyol, 
economist with The Standard Oil Com- 
pany of California. 

According to Guyol, certain sources 
of energy are becoming more available. 
These include crude oil, natural gas and 
atomic energy. Other sources such as 
wood, coal and water power are moving 
out of reach. 


Availability of Energy Sources 


Non-commercial fuels, such as wood, 
are becoming less and less accessible 
and consequently, more and more ex- 
pensive as a result of population in- 
creases and the growing trend towards 
urbanization. There will be at least a 
slight decline in Asia and Africa, and a 
more substantial decline in the rest of 
the world. By 1975, there will be a prob- 
able cut of about one fifth in the supply 
of non-commercial fuels. 

Water power is limited by rainfall, 
topography and runoff, to the energy 
equivalent of about 6.4 million barrels 
of oil a day. Only a part of this will be 
tealized because much of the world’s 
unused water power is located too far 
from potential markets to be of value. 

Japan and Europe have already put 


most of their better water power re- 
sources to work. But there may be sub- 
stantial development in Asia, Africa, the 
Soviet Union and Communist China. 
Altogether, the output of hydroelectric- 
ity may be expected to rise to the equiv- 
alent of about 2.2 million barrels of oil 
a day by 1975. 

A clue to what can happen in the coal 
market, says Guyol, is the fact that fuel 
oil and crude petroleum can be delivered 
to almost any port in the world at a 
lower cost than that of imported coal. 

Coal, however, is far from being a 
“has been” fuel; by 1975 it will still 
be the second largest source of energy, 
providing the equivalent of 40.1 million 
barrels of oil a day. 

However, it seems likely that coal 
costs will continue to go up relative to 
the cost of fuel oil. Relative costs of coal 
distribution will also increase because 
of the labor factor, and the cost of 
transporting coal in relation to that of 
transporting oil will rise. The main rea- 
son for this is the new economies in 
oil transportation being brought about 
by the new, large-diameter pipelines and 
supertankers. 

Natural gas is limited geographically 
mainly because of transportation. But 
where reserves are concentrated—in the 
Americas, the Middle East and the So- 
viet Union—it will become increasingly 
available. Supplies of natural gas to 
markets may be expected to reach the 








Institutional Research Department 


Continuing and comprehensive research 
is conducted in the following fields: 
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Non-Ferrous Metals Industry 


Reports are available. We invite your inquiry. 
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equivalent of about 17 million barrels 
of oil a day in 1975. 

If costs come down, electricity gener- 
ated by nuclear power may provide the 
equivalent of 6.6 million barrels of oil 
per day to the world’s energy supply in 
16 years. And it may possibly supply 
power equal to an additional 400,000 
barrels a day for the propulsion of naval 
vessels and another 500,000 barrels a 
day to merchant bunkers. 

Petroleum is readily available in all 
areas and will become increasingly more 
so because of ease of transportation and 
cost advantages. Its total energy market 
by 1975 will be upwards of 46 million 
barrels a day. 


A “Natural”? Market 


Because of certain technical reasons, 
petroleum has a natural market. To 
quote Guyol: “A significant part of our 
energy requirements will continue to be 
met by oil simply because of its unique 
technical properties. There is nowhere 
in sight any satisfactory substitute for 
petroleum in air and highway transpor- 
tation, in agriculture or in military op- 
erations on land or in the air.” 

Oil requirements for air and highway 
transportation and the military, there- 
fore, are expected to correspond to their 
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total energy requirements. These should 
reach about 15.6 million barrels a day 
by 1975. Agriculture will take another 
one million barrels a day. Domestic, in- 
dustrial and utility use should reach 
about 21.5 million barrels a day, and 
another 4 million barrels will be needed 
to cover non-fuel uses (such as paving 
materials) and losses. 


When we express world energy re- 
quirements in millions of barrels of oil 
or oil equivalent, estimated needs by 
1975 will be some 117.7 million barrels 
a day. Of this, crude oil and natural gas 
will provide 63.2 million barrels, or 
53.6% of the total, coal 40.1 million 
barrels or 43.1%, nuclear fuels 7.5 mil- 
lion barrels or 6.4%, and hydroelectric- 
ity 2.2 million barrels or 1.9% of total 
energy needs. 

Because of economic and _ technical 
factors, the bulk of energy needs, both 
abroad and in the United States, will be 
filled by coal, oil and nuclear fuels for 
many years to come. 


The relative importance of these fuels 
will depend on cost and supply. Eco- 
nomics will steer selection toward those 
energy sources most attractive as to 
price and availability of domestic 


supply. 
U. S. Oil Reserves 


There are abundant reserves of petro- 
leum in this country, with present 
proved reserves at all-time highs. In 
1958, there were close to 38 billion bar- 
rels of crude oil and natural gas liquids 
and 254,142 trillions of cubic feet of 
natural gas. 

Chase Manhattan Bank conservatively 
estimates that ultimate reserves may be 
around 250 billion barrels of crude oil 
and natural gas liquids, and 1,200 tril- 
lion additional cubic feet of natural gas. 
Known reserves of oil shale in this 
country could supply us with an addi- 
tional 300 billion barrels of oil. 

In the past, the oil industry has been 
finding oil at nearly one and a half times 
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the rate that the nation has been using 
it up. There is every indication that oil- 
men will continue to find the oil we 
need, given sufficient incentive to take 
the risks involved in the search. 

The oil industry—along with other 
extractive industries—faces a unique 
problem. Unlike other businessmen, the 
oil producer sells off his capital assets 
barrel by barrel. And unless he finds a 
new source, he’s out of business. He 
must continually find new oil at consid- 
erable risk and constantly higher costs. 

Even before drilling starts, there are 
costly and non-productive phases of oil 
and gas production. These include geo- 
logical studies and the taking of leases. 
The drilling itself is expensive, and the 
odds against finding oil are high. 

For the country as a whole, only one 
out of nine new field wildcats—wells 
drilled in new or unproved territory— 
find oil or gas. And only one in every 
49 finds oil in commercial quantities. 
These wells cost an average of more 
than $100,000 and many cost more than 
a million to drill. 

Even after oil is discovered, the haz- 
ards are considerable. One out of every 
four development wells in a proven field 
also turns out to be dry. Those wells 
that do produce must provide the funds 
not only for investment in those wells, 
but for all the exploration work, dry 
holes and all operating costs. 

These unusual risks and obstacles 
were recognized by Congress in 1926. 
At that time a provision was instituted 
in the tax laws which permits a pro- 
ducer of oil and natural gas to exclude 
from his gross income for tax purposes, 
a portion that represents the capital 
value of his oil and gas. The funds have 
gone back into exploration and develop- 
ment to enable the industry to find ad- 
ditional oil despite greater cost. 

In the 33 years since this provision 
was instituted, the U. S. has produced 
48 billion barrels of oil and we have 
close to 38 billion barrels of oil reserves. 

In addition to an intensified program 









of exploration and development. oil 
finding costs are being held down 
thanks to advancing technology. 

Techniques such as acidizing, fractur- 
ing subterranean rock structures and 
well shooting encourage and _ increase 
the flow of oil. 

There will be added emphasis on sec. 
ondary recovery in the years to come. 
This is the production of additional oil 
from a field beyond amounts ordinarily 
recovered through the use of conven- 
tional methods. Already on the drawing 
boards are new and improved methods 
which will boost recovery of oil to as 
much as 45% and in time will even 
double the 45% rate of recovery. 


A Question of Economics 


Reserves of several sources of energ) 
are sufficient to meet any calls that may 
be made for them between now and 
1975—both in the United States and in 
the world as a whole. 


World coal reserves, including lig: 
nite, total something over 5 trillion tons. 
Petroleum reserves have been estimated 
at about 11% trillion barrels, to which 
must be added an additional 11% trillion 
barrels in the form of oil from shales 
and tar sands. Known reserves of nu- 
clear fuels are already roughly equiva- 
lent in burnup energy to total reserves 
of coal and lignite combined. 

Reserves of any one of these three 
fuels are enough to meet the entire en- 
ergy requirements of the world for sev- 
eral decades. The basic problem is one 
of economics. 


Costs for nuclear energy are proving 
to be higher than anticipated, accord- 
ing to recent reports. It is by no means 
low-cost energy but costs are on the 
down trend. 


Oil and gas costs will rise, too. but 
they will be held back by discovery and 
development of new resources, better 
recovery techniques, and _ improved 
methods of transportation such as large 
diameter pipelines and larger tankers. 
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TRUST OPERATIONS and ADMINISTRATION .... 


cum of common sense has at last en- 
tered into the question of what consti- 
tutes the practice of law by trust 
companies. The Supreme Court of Errors 
of Connecticut has now held, in the 
cases of the Hartford banks, that they 
should be enjoined only from activities 
in connection with appearances at pro- 
hate court hearings (see p. 805). In 
fact, the court wrote the proposed decree 
for the lower court, in order to avoid 
further misunderstanding. In Maryland, 
two bills which, under the guise of for- 
bidding the practice of law by trust in- 
stitutions, would have seriously affected 
their normal business have been vetoed 
by the governor. In Ohio a similar bill 
is in the House Rules Committee and at 
press time it was not expected to be 
reported out to the floor for a vote be- 
fore adjournment of the Legislature. 

The Connecticut case has been report- 
ed upon several times in this magazine 
and was the subject of an extensive 
analysis by Charles F. Zukoski at the 
recent Southern Trust Conference (T&E, 
June 1959 p. 546). But since Mr. Zu- 
koski spoke before the final opinion of 
the Supreme Court of Errors was an- 
nounced, a few further comments would 
seem to be in order. 

In its first opinion (T&E, May 1958, 
p. 501) the Supreme Court said, or 
appeared to say, several things which 
must have confused the lower court on 
the remand. The court made it clear that 
the banks were not engaged in the prac- 
tice of law in their estate planning activ- 
ities, partly because they cooperated 
with attorneys and others, drew no wills 
and charged no fees, but also because 
if they were practicing law in any in- 
stances it was not an illegal practice be- 
cause they were acting for themselves 
and not for others. But then the court 
Went on to say that, after the fiduciary 
telationships were established, the banks 
mizht be illegally practicing law because 
they were then representing others. This 
Was the first time, so far as the writer 
is aware, that any court had suggested 
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TRUST COMPANIES AND ATTORNEYS 


that an estate was a legal entity separate 
from its executor or a trust separate 
from its trustee. The court overlooked 
the fact that the only way an estate or 
trust can be represented is by its fiduci- 
ary who, certainly in a case of conflict- 
ing interests, would not be expected to 
represent the beneficiaries. These, if 
they had any complaints, would retain 
their own counsel who would represent 
them and not the estate or trust. 

Having announced this startling theo- 
ry the Court in its first opinion went on 
to state some fourteen situations which 
might involve the practice of law. Fi- 
nally, it stated that the decisive question 
was whether or not the acts complained 
of were of the kind “commonly under- 
stood to be the practice of law.” 

The lower court, on remand, inter- 
preted this opinion to mean that any 
acts of a legal nature performed by a 
bank in a representative capacity con- 
stituted the illegal practice of law. It 
therefore, perhaps quite naturally, con- 
cluded that the fourteen situations men- 
tioned by the Supreme Court fell within 
that category and entered an injunction, 
almost in the very language of the opin- 
ion, forbidding banks to take such ac- 
tions unless represented by counsel “who 
is not an officer, employee, servant or 
agent of said defendant.” It was not 
made clear how a bank could be repre- 
sented by any attorney, employed or 
independent, who was not its agent. It 
was from this injunction that the banks 
appealed. 

Further reflection must have con- 
vinced the Supreme Court that its dicta 
in the 1958 opinion were too far-reach- 
ing because it fell back on its basic 
decision that to be enjoined the acts had 
to be such as are “commonly understood 
to be the practice of law.” Then, evi- 
dently to put an end to the proceedings, 
it wrote for the lower court an injunc- 
tion and declaration of rights of the 
parties which would conform to its de- 
cision. 

Thus after at least three years of tur- 
moil the Bar Association has secured a 


ruling that appearances by corporate 
fiduciaries through their own lawyer 
employees at hearings in probate courts 
constitute the illegal practice of law but 
that in all other situations representa- 
tion by employees is not forbidden un- 
less in a given case it would be com- 
monly understood to be the practice of 
law. Since in most parts of the country 
banks normally do not appear in court 
hearings except through outside counsel, 
the one absolute ban contained in the 
final decree is not an adverse precedent. 
On the other hand the general injuction 
against performing acts “commonly un- 
derstood to be the practice of law” 
leaves the door wide open for future 
misunderstandings as to all sorts of 
specific activities. 

The Maryland bills, which would 
have applied to only five counties, in- 
cluding Baltimore, would have forbid- 
den banks to engage in thirteen of the 
fourteen activities specified in the lower 
court decree in Connecticut, described 
in the exact language of that decree. As 
introduced, the bills would have re- 
quired representation only by a member 
of the bar in good standing but they 
were amended to restrict this to attor- 
neys who were not regularly employed 
by the banks. Governor Tawes filed a 
well reasoned veto message, pointing out 
that no other state has any such legisla- 
tion; that the relations between the bar 
and the trust companies in Maryland 
were not such as to require it; that ap- 
plying these rules in only five counties 
would cause confusion; that many cor- 
porations have “house counsel” to 
handle appropriate legal matters where 
that is proper and no reason appears to 
discriminate against banks in this re- 
gard; and that there had been no study 
of the need, desirability or legality of 
these bills.* 

In Ohio the proposed legislation took 
the form of a proviso to be added to 
Section 1107.08 of the Revised Code 
(which authorizes trust companies to 


*For a new Statement of Principles by the in- 
terested groups see p. 802. 
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act in various fiduciary capacities) to 
read as follows: 


Provided, however, that nothing 
contained in sections 1107.01 to 1107.- 
23, inclusive, or any other chapter of 
the Revised Code, pertaining to the 
duties, responsibilities, powers, au- 
thorizations, or liabilities of a trust 
company shall be construed as grant- 
ing to a trust company any direct and 
primary interest in the estate or trust, 
or as authorizing a trust company, 
acting as a fiduciary, to perform ser- 
vices which, if performed for others, 
would constitute the practice of law. 
As can be seen, the influence of the 

first opinion of the Connecticut Supreme 
Court of Errors is visible here also. 
Without actually separating the bank 
from its representative capacity, it would 
have that practical effect because it 
pretty much says that a corporate fiduci- 
ary doesn’t have any interest in its job. 
This bill was opposed by the Ohio banks 
on numerous grounds but chiefly be- 
cause it would overthrow a decision of 
the Ohio Supreme Court in the case of 
Judd vy. City Trust & Savings Bank, 
133 O.S. 81, 12 N.E. 2d 288. The long 
and exceptionally well reasoned opinion 
in this case holds that the regulation, 
control and definition of the practice of 
law are matters for the courts; that any 
fiduciary, corporate or individual, has 
such an interest in the estate as to en- 
able it or him to execute the duties of 
the trust; and that a trust company 
through the attorney-employees may not 
perform legal services for others, but 
may lawfully draft papers and appear in 
court in its own behalf as a fiduciary. 


There would seem to be little doubt 
that in Ohio the Supreme Court would 
consider the proposed bill an infringe- 
ment on the reserved power of the judi- 
cial branch to regulate, control and de- 
fine the practice of law. Whether for 
this or other reasons it is apparent that 
the Ohio legislature does not intend to 
enact the bill this year. 

It seems extraordinary that after some 
twenty years of existence of the National 
Conference Group, composed of repre- 
sentatives of the American Bar Associa- 
tion and the Trust Division of the 
American Bankers Association, there 
should still be so many conflicts between 
attorneys and trust companies. The chief 
purpose of the National Conference 
Group is to provide a place for the dis- 
cussion and, it is hoped, solution of such 
differences. The area is not one of 
sharply defined lines, of black or white, 
but is a gray area where neither side 
can always expect perfection of the 
other. But having been trained in New 
York, where relations between the bar 
and the trust companies have always 
been of the very best, the writer may 
perhaps be pardoned if he looks with 
some intolerance on other places where 
the opposite is evidently true. Trustmen 
are not all perfect and hence cannot in 
justice put all the blame for these dis- 
agreements on the lawyers; but at the 
same time they should recognize that 
attorneys are pretty independent people, 
subject to few restraints save their own 
consciences, so that the trustmen may 
have to justify their positions more 
often than should be necessary. Certain- 





In Rhode Island 
Umericas Second Oldest Bank 


is the 


No. 1 Financial Institution 


...in experience, in assets, 
in service facilities. 


Whatever your banking require- 
ments, Industrial National is well 
able to serve you efficiently. Com- 
plete Commercial, Trust, Munici- 
pal and Foreign Banking services. 
Your inquiries are solicited. 


Industrial 


NATIONAL BANK 
Americas Second Oldest Bank 











- 
= * PR woorsocxer ™ 


PASCOAG 








45 OFFICES 
SERVING RHODE ISLAND 


Member Federal Reserve System 
Member Federal Deposit Insurance Corporation 





780 


ly the bar associations, from the Amer. 
ican Bar Association down, should 
come to realize that the trust companies 
don’t want to infringe on the preroga. 
tives of the lawyers and above every. 
thing are seeking for. cooperation and 
not hostility. The National Conference 
Group is the place to wash all such dirty 
linen in private. 


FINANCING OF ENGLISH 
DEATH DUTIES 


A development has taken place in Eng. 
land*in the past few years which has had 
a very helpful effect in enabling execu. 
tors to raise funds for the payment of 
death duties where the estate consists 
substantially of stock of a closely held 
corporation. This is accomplished 
through the creation of finance compa- 
nies, of which Estate Duties Investment 
Trust Limited, familiarly known as 
EDITH, and formed by a group of Eng. 
lish banks, is a good example. 

The function of EDITH is to acquire 
and hold as an investment minority in- 
terests in companies which executors 
might otherwise find it difficult to dis- 
pose of or against which it might be hard 
to obtain loans or other advances in the 
ordinary market place. EDITH will buy 
such interests only if the company is 
one where the industry, its past profits 
and future prospects as well as its divi- 
dend policy give favorable indications. 
It will not acquire interests in totally 
obscure situations. 

The value of the shares as fixed for 
estate tax purposes is not a necessary 
criterion of the amount EDITH will pay. 
On the other hand, it will not interpose 
any objection to attempts by the true 
parties in interest to dispose of the com- 
pany either through public or private 
sale. It will consider cases where there 
is a desire to raise funds in anticipation 
of death duties even before there is a 
death. 

The prospectus relating to EDITH 
does not state what fees are charged. 
leaving the inference that it will take as 
its compensation whatever dividends are 
paid on the stock it acquires as they 
may be declared from time to time. 

It is difficult to see how this idea 
could be adapted to the situation in the 
United States because of our comparti- 
mentalization into states but it might 
provoke some constructive thinking 01 
the part of trustmen. The assistance af- 
forded by the current Internal Revenue 
Code in meeting the tax problem where 
their estates hold substantial interests in 
private corporations falls far short of 


the plan illustrated by EDITH. 
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BUILDING TRUST BUSINESS 
IN SMALLER COMMUNITIES 


During recent months TRUSTS AND 
Estates has asked a number of banks 
with fast-growing trust departments in 
smaller cities and suburbs what were the 
two or three main steps they took to 
build up their volume of profitable 
trust business. It was suggested that 
a smaller trust department might start 
by trying such things as: a) get its 
directors to name the bank in their wills, 
b) hire a good retired trustman to head 
up the department, and c) engage a 
high-grade investment advisory service. 
Many of the sixteen banks which replied 
did include variations of these three 
suggestions as among the things they 
would do. But more votes were cast for 
various forms of advertising and promo- 
tion than for any other one course of 
action. 

Actually, five principal activities ap- 
pear to be of primary importance in 
building up business. In addition to ad- 
vertising, these are: cooperation of di- 
rectors, hiring a top investment service, 
employing an experienced man to run 
the department, and developing close 
relations with the bar. Other considera- 
tions were to give the best possible ser- 
vice to existing accounts and establish- 
ment of personnel training programs. 
Only one bank mentioned the desira- 
bility of a fair and adequate fee sched- 
ule and only two common trust funds. 


Most of the banks which stressed the 
importance of advertising gave primary 
attention to building up a good mailing 
list and engaging in a dynamic newslet- 
ter or other direct mail campaign, in 
some cases on a monthly basis. This is 
generally supplemented by 
personal contacts suggesting the impor- 
tance to the prospect of a sound estate 
plan. Two banks stressed the value of 
newspaper advertising. In general the 
first consideration of most of the banks 
was to let its special public know that 
it was there and ready to be of service 
as the full-time responsibility of a spe- 
cialist in estate, trust and investment 
management. 


intensive 


The cooperation of the bank’s direc- 
lors is given a high priority by a large 
number of the banks. The trust depart- 
ments of these banks strive to sell their 
ability to their directors so that the lat- 
ter will assist in the solicitation of val- 
ualle prospects and will name the banks 
in their own wills. One bank estimates 
that 60% of its directors have done this. 


Only one of the banks which stressed 
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the importance of a sound investment 
program reported that it had its own 
full time trust investment officer. The 
others all retained competent investment 
counsel but there was no indication that 
they abdicated their duty of assuming 
personal responsibility for trust invest- 
ments but rather that their trust invest- 
ment committees exercised independent 
discretion in applying the recommenda- 
tions of the advisors. 

Not a single one of the banks which 
emphasized the advisability of engaging 
a competent trust department head 
specifically mentioned hiring a retired 
trust officer. One definitely favored a 
young aggressive man and would “in- 
vest in his future.” Only two spelled out 
that the trust officer should be a lawyer. 
All, of course, would insist that he be 
able, and respected in his community. 

The banks which stress the impor- 
tance of good relations with the bar 
make the point that it is essential for 
them to show the attorneys that they 
can do a good job and assist the lawyers 
in their work. In other words, these 
banks propose to tell the members of 
the bar how they can be helpful to them 
and not wait to be sought out. One bank 
states that it makes a point of telling 
attorneys that its estate planning services 
are without charge. 

Of the miscellaneous answers several 
are rather challenging. One bank feels 
that part of the success of its trust de- 
partment lies in the fact that it is located 
in an area of high per-capita wealth. 
Another has a representative attend all 


meetings of the nearest estate planning 
council, remarking “There is no better 
way of contacting the key people who 
are creating trust business.” A third re- 
quires its officers to accept all speaking 
engagements that may be offered, how- 
ever large or small the group to be ad- 
dressed. But perhaps the most interest- 
ing all around attitude was summarized 
by one bank as follows: “Decide to get 
all the way in the business or all the 
way out, and then be patient.” 

In general, the trust departments in 
communities fairly close to the bigger 
cities seem to have more of a problem 
than those located farther away from 
metropolitan areas. Nevertheless, the 
former group of banks are much en- 
couraged by the fact that when they can 
prove that they are rendering a sound 
trust service they are able to attract a 
substantial number of local residents, 
even if these have banking connections 
in the large cities, on the grounds of 
convenience and personalized service. 


GOVERNMENT DROPS COMMON 
TRUST FUND APPEAL 


Since our report in the June issue (p. 
619) it has been learned that the gov- 
ernment has withdrawn its appeal in the 
Wiggin case which held that no taxable 
gain is realized when units in a common 
trust fund held by a terminating trust 
are transferred to a new trust. Then on 
August 3 the Internal Revenue Service 
announced it would follow the decision 
and modify Revenue Ruling 57-335 to 
the extent it is inconsistent with Wiggin. 
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HERE ARE THOUSANDS OF SMALL 
Tc ccouietose in this country whose 
management consists of the owners 
themselves. Many of these have taken 
advantage of the tax regulations permit- 
ting them to be included, on favorable 
terms, in a pension plan covering their 
salaried employees. In some cases 50% 
or more of the whole company contri- 
bution is on account of the owners them- 
selves, and goes to their credit in a 
tax-free trust fund which eventually 
pays them accumulated benefits that are 
subject only to capital-gains tax rates. 

But some of these owners have won- 
dered whether they can also obtain 
benefits under a pension plan in case of 
their deaths before, or after, retirement. 
Such benefits might be payable directly 
to their widows as pensions for life 
(subject to cessation on remarriage), or 
could be used to pay the heavy estate 
taxes to which they will be subject. 


Alternatives Available 


In most cases these owner-employees 
have been recommended to take out 
group insurance coverage for themselves 
and their employees, or to use an indi- 
vidual-policy insured pension plan that 
incorporates in-service death benefits 
among its provisions. It is pointed out 
that the advantage of group insurance 
is that its benefits are free of income 
tax to the employee in the year of his 
death, while premiums are tax-deduct- 
ible to the company and tax-free to the 
employee when paid on his behalf. This 
is distinguished from lump-sum in-ser- 
vice death benefits payable under a 
trust-funded pension plan which, after 
excluding the first $5,000 as tax-free, 
are taxed to the employee at capital- 
gains rates in the year of his death— 
though, here again, he is not taxed on 
the company’s contributions to the trust 
fund on his behalf. 

At first sight this rules out the trust 
fund as a medium for payment of the 
owner-employee’s lump-sum death bene- 
fit. Actually this overlooks two impor- 
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Death Benefits for the Owner-Employee 


tant factors that concern him—and pos- 
sibly him alone. In the first place group 
life insurance benefits must be aggrega- 
ted with the employee’s estate, whereas 
the lump-sum death benefits paid from 
a pension trust-fund are entirely free of 
estate taxes. These estate taxes on a 
group-insurance death benefit could 
well exceed the capital-gains income tax 
on that same benefit minus $5,000. Sec- 
ondly, many of the smaller companies 
do not have a sufficiently large salaried 
group to allow the owner-employee to 
be covered for as much as one year’s 
salary and, in some states, $40,000 is 
the absolute upper limit of group life 
coverage. The owner-employee with a 
salary of $50,000 a year or more may 
thus find that the trust-funded pension 
plan is the more to his advantage. 
Parenthetically, we answer a possible 
objection on the score of the “risk” 
run by self-insuring an in-service death 
benefit. The pension plan’s liability for 
the “past service pension” of an em- 
ployer-owner is usually in excess of the 
highest death benefit the Treasury will 
allow (see below). In a pension plan 
with no in-service death benefits the 
death of the owner-employee will cause 
a large “profit” to the fund, in cash or 
prospectively. This “profit” is obviated 
if an in-service death benefit is provided. 
Another possibility for the owner-em- 
ployer is to give up the idea of a trust- 
funded pension plan and to use an indi- 
vidual-policy pension plan. An insured 
plan of this type generally provides im- 
mediate in-service death benefit cover- 
age of $1,000 for every $10 a month of 
prospective pension (guaranteed for 10 
years-certain), and this coverage gradu- 
ally increases to $1,600 or $1,700 dur- 
ing the 10-15 years preceding age 65. 
The disadvantage of this from the own- 
er-executive’s viewpoint is that he must 
pay income tax at the full rate on that 
part of his company’s contribution that 
is in respect of his risk-coverage (i.e., 
the excess of the death benefit of $1,000 


over the policy’s cash value). On a large 


policy this risk-premium can be sub. 
stantial (e.g. $15 per $1,000 for a man 
in his mid-fifties) and this additional 
income to him is subject to very high 
tax rates. On the other hand there is no 
income tax to him in the year of his 
death on the excess of the sum insured 
over the policy’s cash value at that time, 
and the cash value itself is taxed only 
at capital-gains rates and is subject to 
the usual $5,000 tax-free deduction. The 
whole death benefit under the policy is 
free of estate taxes. 

This individual-policy avenue of ap- 
proach is, however, an improvement 
over the group-life procedure for many 
owner-executives provided they can pass 
the necessary medical examination. Of 
course, this medical test is not imposed 
on owner-employees under a trust-fund- 
ed plan. 


How Large Can Death-Benefit Be? 


Enough has been said to show why 
many owner-executives are including 
lump-sum death benefit or widows’ pen- 
sion provisions in their pension plans. 
The reason why we have explained the 
possibilities at some length is that we 
have been asked: What is the maximum 
in-service and/or post-retirement death 
benefit that the Treasury will accept 
under a given pension plan? Surprising- 
ly, there is very little published evidence 
available on this point and we will ac- 
cordingly review it from basic princi- 
ples. 

Section 1.401-1(b) (1) (i) of the Tax 
Regulations states inter alia: “A pension 
plan...may also provide for the pay: 
ment of incidental death _ benefits 
through insurance or otherwise.” On the 
other hand Section 1.401-1(a) (2) (i) 
says that a qualified pension plan is “to 
provide for the livelihood of the employ- 
ees or their beneficiaries after the re- 
tirement of such employees through the 
payment of benefits....” When these 
excerpts are taken together we may i0- 
terpret them to mean that while there is 
no specific restriction on post-retirement 
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death benefits (e.g., a pension to the 
widow of an employee instead of the 
employee himself), in-service death ben- 
efits must be “incidental.” And we in- 
terpret “incidental” to mean “incidental 
in (actuarial) value” and, more partic- 
ularly, to mean that the actuarial value 
of the in-service death benefit at the 
time of its payment should not exceed 
the prospective actuarial value of the 
normal pension calculated at age 65. 

Although more complicated rules 
could be devised—such as the compara- 
tive actuarial evaluation of in-service 
death benefit and pension liabilities, re- 
spectively, under the plan—they would 
be cumbersome to apply in practice. The 
rule we are suggesting, namely that the 
actuarial value of the death benefit 
should not exceed the actuarial value of 
the normal pension benefit, makes the 
in-service death benefit “incidental” be- 
cause the chance of dying in service is 
substantially less than that of surviving 
to age 65. 


Let us consider the typical individual- 
policy insured pension plan in the light 
of this criterion. Each policy provides 
an immediate in-service death benefit of 
$1,000; the age-65 value of the pension 
benefit (including the post-retirement 
death benefit as we think we may) is 
about $1,650, as already mentioned. 
The in-service death benefit is thus 
worth less than the eventual pension 
benefit. On the other hand, in the event 
of death just prior to age 65 the in- 
service death benefit of $1,650 has the 
same value as the age-65 pension. Here 
again our “reasonable” rule is complied 
with. 


We have seen insured pension plans 
based on Endowment-Insurance-at-65 
policies under which the sums insured 
on death and on maturity are each equal 
to $1,000. This type of policy also com- 
plies with our 1:1 rule, and we see no 
objection to it on “incidental” grounds. 
On the other hand a policy providing 
an in-service death benefit of $2,000 for 
every $1,000 of maturity value would 
appear to provide more than an “inci- 
dental” death benefit. And this holds in 
spite of the argument that since an 
employee is currently taxed on his in- 
service death benefit (more exactly, his 
sum at risk”) under an individual- 
Policy plan, the Treasury can have no 
objection to any amount of insurance 
Coverage that the employer cares to 
arrange. Such an argument runs counter 
lo the “incidental” regulation. 


But suppose there is no post-retire- 
ment death benefit under a trust-funded 
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pension plan. What is the maximum 
lump-sum in-service death benefit that 
can be provided? Since the value of a 
straight-life pension at age 65 is about 
12 times its annual amount we believe 
that in-service death benefits in excess 
of 12 times the employee’s anticipated 
age-65 annual pension could be regarded 
as more than “incidental.” 


Finally, let us consider how large wi- 
dows’ pensions can be for employees 
dying prior to retirement. We must re- 
member that the in-service death benefit 
is, by our proposed criterion, to be 
measured against the age-65 pension 
benefit including therein any post-retire- 
ment benefits. We may therefore take 
three alternative cases: 


(i) No widows’ pensions granted 
after retirement (except, possibly, as 
an optional form of reduced pension) ; 


(ii) An automatic widow’s pension 
of 50% of the pensioner’s own 
amount; 

(iii) An automatic widow’s pen- 
sion of 100% of the pensioner’s own 
amount. 


In the first of these cases, as already 
mentioned, the age-65 pension is actu- 
arially worth about 12 years’ purchase. 
In cases (ii) and (iii) this multiple be- 
comes about 14 and 16, respectively. We 
may thus consider providing widows’ 
pensions on death in-service that are at 
most equal to 12, 14 or 16 times the 
employee’s prospective age-65 pension. 

Now the 1956 Railroad Retirement 
Board remarriage table indicates that 
the value of a pension to a widow aged 
30 is about 12 times the annual pension; 
to a widow aged 45 it is 17 times that 
pension; and for a widow aged 65 the 
multiple is 14. Suppose we average this 
out at 16 years’ purchase since most wi- 
dows of men dying in service will be in 
their fifties. 


This means that in a pension plan of 
type (ii), granting a 50% widow’s pen- 
sion continuance after retirement, the 
in-service-death widow’s pension could 
be at most 14/16ths (i.e., seven-eighths ) 
of the pension her husband was expected 
to have received at age 65. This rule can 
be extended to the two other types of 
pension plan mentioned. 


In conclusion we point out that all 
the preceding arguments—which we be- 
lieve the Treasury would accept—are 
based on pension formulas that do not 
recognize Social Security or, expressed 
another way, are based on the “non- 
excess” portion of a plan’s formula. The 
application of these principles to in- 
tegrated plans is a different story. 


IN DELAWARE 


Bank of Delaware’s wide experience 
in estate settlement and trust admin- 
istration is backed by financial integ- 
rity, prompt, sympathetic attention to 
needs of beneficiaries, and impartial, 
informed group judgment. Our facil- 
ities are efficient, economical, com- 
plete—recognized and used through- 
out the world. Wherever you and 
your customers are, you can depend 
on us... we are always at your serv- 
ice in Delaware. 
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Main’ Office: 901 Market Street 
Wilmington, Delaware 
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Eleventh Federal Reserve 
District Reports Record 
Trust Income in 1958 


Trust income at member banks in the 
Eleventh District rose almost 11% in 
1958 reaching a record level of $8,090,- 
000, the fourth annual survey of The 
Federal Reserve Bank of Dallas shows. 
As in previous years, the percentage 
growth in trust income exceeded that 
of total bank earnings, providing a 
further gain in the proportion of bank 
income contributed by trust depart- 
ments. 


Thirty-nine banks participated in the 
1958 earnings and expenses survey. 
Their total commissions and fees of 
$7,236,032 represent 89.4% of all mem- 
ber bank trust department income in the 
District. 

Trust activity in the District tends to 
be concentrated at the larger banks, the 
report notes, with the ten largest trust 
departments receiving in 1958 total 
commissions and fees of $5,603,232 or 
three-fourths of the amount reported by 
all participating trust departments. Net 
profits were reported by 19 departments 
and net losses by 20. For all 39 depart- 
ments, net earnings of 3.5% represented 
a rate slightly below that of the previous 
year, reflecting a somewhat sharper rise 
in operating expenses. 

Two changes from 1957 in the dis- 
tribution of income were noted in the 
report. At smaller departments, the pro- 
portion of income derived from agency 
accounts was considerably less; and at 
all sizes of departments a larger propor- 
tion of income was derived from pen- 
sion and profit-sharing trusts. Income 
from agency accounts in 1958 was fair- 
ly evenly distributed between personal 
and corporate agencies. In regard to 
trusts, however, personal accounts pro- 
vided 91.3% of commissions and fees. 

Except in the smallest size group, de- 
partments showing net profits reported 
relatively larger wage and salary pay- 
ments than were reported by depart- 
ments that sustained net losses. More- 
over, departments in the $40,000-$100,- 
000 income group with net profits re- 
ported salary expenses relatively larger 
even though the average number of off- 
cers and employees was smaller. In gen- 
eral, the 1958 increase in expenses was 
concentrated largely in wages and salar- 
ies, more pronounced in the case of 
officers’ salaries. In part, this reflected 
an increase in trust department person- 
nel, 

Among the 19 departments that re- 
ported income and expenses for personal 
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and corporate accounts respectively, the 
cost of handling personal accounts (in- 
cluding estates, trusts, agencies, and 
pension and profit-sharing trusts) to- 
taled 97.4% of commissions and fees 
received from these accounts. On the 
other hand, corporate accounts were 
handled for an expense of 88.6% of 
commissions and fees received. Corpo- 
rate accounts also demonstrated their 
greater profitability in terms of direct 
attraction of deposits to the parent 
bank. Credits for related deposits 
amounted to 15.4% of commissions and 
fees received from these accounts com- 
pared with 7.7% for personal accounts. 

Estimated costs of stock transfer and 
related functions performed by the trust 
department for the parent bank totaled 
$51,000 and for administering bank 
pension and profit-sharing plans an 
additional $61,000. Some banks allow 
credits for these expenses. Free trust 
services for others than the parent bank 
caused total estimated expense of $84,- 
000. 

As of December 31, 1958, trust de- 
partments included in the survey were 
administering 12,133 personal accounts 
with carrying value of $1.2 billion and 
585 corporate trusts carried at $9.5 
billion. In addition 4,116 corporate 
agency accounts were being adminis- 
tered. 





New 18-story California Bank Building, Los 
Angeles, is first structure exceeding 13 floors 
to be erected in that city since repeal of 
height limit restriction in 1956. It features 
opaque aluminum panels furnished by 
Aluminum Company of America. 


Areas of trust growth during the yex 
are evident in a comparison of the p,. 
ports from 32 trust departments thy 
participated in both 1957 and 1958 su. 
veys. Their combined commissions anj 
fees rose 10.5%. The most rapid rate ¢f 
gain was in pension and profit-sharing 
trusts, income from which expanded hy 
59.2%. Income from trusts and agencies 
showed a smaller rate of growth, and 
income from estates registered the only 


decline. 


Trust Department Income & Expeng 


Data—1958 


Eleventh Federal Reserve District 


(Income figures in per cent of total trust 
department income and expense figura 
in per cent of total department expense) 

















































INCOME 
Commissions and Fees_____. 
Estates 19.4% 
Trusts __ _ 400 
Pension & Profit Sharing Trusts 9.1 
SI ii cctonsebnsndsdeonaniasnnniensanion 25.9 
Total —...... 100.0% 
Less total expenses -96.5 
Net earnings before income taxes 3.5% 
Allowed credits for deposits ___.. 10.6 
Net earnings adjusted for credits 14.14 
EXPENSES 
EE a even eee 27.7% 
Employees : 33.4 
Pensions & Retirements _.____. 3.9 
Personnel Insurance ___..____-- 8 
Other salary related expense __. 1.8 
Total Personnel Expense ____. 67.64 
Occupancy of Quarters ___... 5.7 
Furniture & Equipment -__--. 2.5 
Stationery, Supplies & Postage 3.4 
Advertising Pe Meee eek tLe: 1.9 
Other Direct Expenses __....._.. 7.7 
Total Direct Expenses 88.8% 
Overhead 11.2 
Teal Eapeeses 100.04 
DOLLAR VALUATIONS 
No. 
Acc’ts Value 
Estates _..___. 962 $ 185,480,921 
Personal Trusts _ 8,486 515,331,181 
Pension Trusts. 523 219,337,379 
Personal : 
Agencies 1,653 269,991,721 























Total Personal* 12,133 $1,218,400,05) J 


*Includes one bank not included it 
detail, hence items do not add t 


totals 
Corporate Trusts 
(outstanding) 585 $ 
Corporate 
Agencies _._____. 4,116 


Total Trust Depart- 
ment Commissions & 
Fees $ 
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HE GREAT GROWTH IN NUMBER OF 
ti and the assets handled by 
trust departments over the past few 
decades has been accompanied by a 
radical change in the investment of 
trusteed funds. During this period an 
ever-increasing precentage of stocks has 
been considered prudent. This trend pro- 
moted the growth of the investment an- 
alysis or statistical section of the trust 
department. It also witnessed the change 
in many banks, from a policy largely 
dominated or influenced by committees 
of outside directors with no particular 
qualifications for such work,’ to a pro- 
gram dictated by skilled advisers and 
approved by various committees com- 
posed of investment and trust officers as 
well as members of the board of direc- 
tors. 

In gathering information for the 
thesis regarding committee organization 
and functions, questionnaires were sent 
to a number of banks representative of 
trust operations of various sizes. In- 
cluded in the analysis based on the 
answers received, are facts concerning 
small departments, medium and middle 
sized departments, and three very large 
departments. This wide range was in- 
cluded in order to obtain a more com- 
prehensive picture of committee work, 
and compare the medium sized devart- 
ment with both the small and the large 
operations. The comparison shows a 
pattern in the stages of growth, and is 
designed to give administration in the 
expanding department an awareness of 
the committee functions toward which 
they are advancing. 






















One Man or Committee 






In the smaller medium sized depart- 
ments studied, the investment policy and 
the investment of trust funds apparently 
are under the complete control of the 
board of directors except where the bank 
employs investment counsel for use in 
the larger accounts. In none of these 
departments has an officers’ committee 









—. 





Based on a thesis submitted to The Graduate 
Schoo! of Banking. 

meh “Investment Analysis 1955 Style,” 
§USTs AND EsTaTEs, March 1955, p. 215. 
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COMMITTEE ORGANIZATION 


in Medium Sized Trust Departments 


PAUL W. MORSE 


Vice President and Trust Officer, Chemung Canal Trust Co., Elmira, N. Y. 


on investments developed. In instances 
where the board delegates wide author- 
ity to the trust officer, the policy is 
dominated by one man. If he is skilled in 
investments, the results may be satis- 
factory; if not, they may be disastrous. 
Such a policy does not provide group 
judgment and is fast becoming out- 
moded. Further, if the trust officer were 
free to devote his time to administration 
and supervision of departmental ac- 
counting and procedure, instead of to 
investment problems, it would make for 
better performance and faster growth. 
Securing an investment man would be 
the first step in forming an officers’ com- 
mittee to assist in this important duty 
of the trust department. 

In the medium sized department there 
was found greater dependence on com- 
mittees, with an officers’ committee us- 
ually receiving authority from the board 
of directors or from the directors’ trust 
committee. The sub-committee on in- 
vestments was found to be composed en- 
tirely of officers, with instances where 
some of the officers are also directors. 
In some departments the investment 
committee reports to the directors’ trust 
committee, and some to the board only. 
In one instance, the investment commit- 
tee reviews all trust accounts and takes 
full responsibility for them; only those 
accounts which do not conform to limi- 
tations are reviewed by the directors’ 
trust committee. In one department, the 
investment committee prepares programs 
for new accounts, reviews the larger 
trusts and submits recommendations to 
the directors’ trust committee. It also re- 
views investment management accounts 
and with the approval of the account 
principal, effects change without au- 
thority from the board committee. 

In all the cases studied in this cate- 
gory, the Board of Directors has not re- 
linquished its authority or abdicated its 
duty to direct the conduct of fiduciary 
activities. Minutes of the sub-committee’s 
actions are reported either to the direc- 
tors’ trust committee or to the board it- 
self. This is in accordance with good 
practice, for in the review of the minutes 





and actions taken by the officers’ com- 
mittee, the board or its trust committee 
still retains the direction of ‘investment 
procedure. 


Efficacy of Officers’ Committce 


The important thing being accom- 
plished by the use of an officers’ com- 
mittee is the handling of investment 
study and detail by officers of the bank 
who are, or should be, well versed if 
not expert in the investment field. The 
inability of the directors’ committee to 
cope with the ever mounting, time-con- 
suming detail involved in the judicious 
investing of fiduciary funds could well 
put far too much dependence on one 
man, if no officers’ committee existed. 
An officers’ committee provides group 
judgment and performs the administra- 
tive functions in the management of 
trust funds, freeing the directors’ com- 
mittee to review the results and formu- 
late policy. 

Sometimes it is found that the di- 
rectors’ trust committee is not charged 
with the review of individual holdings 
on each account, but does review in- 
vestments by summary and performance 
as a whole. In some instances invest- 
ments may be made without consulting 
a committee, but they must be approved 
by at least three officers of the trust de- 
partment. 

In the development of the committee 
system, though, it would not be wise to 
remove the Board or its committee too 
far from the actual accounts being 
handled, or from the work being per- 
formed by the department. Aside from 
the fact that final responsibility rests in 
the Board, the board members are the 
department’s best potential clients and 
developers of trust business. They, of all 
persons, should be familiar with the de- 
partmental procedure and should be its 
solid, informed supporters, 


Approved List 


The use of an approved list of invest- 
ments is quite generally accepted. One of 
the medium sized banks studied uses 
New York investment counsel for assist- 
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ance in selecting the stocks to be in- 
cluded, as well as for advice on some ac- 
counts. In some instances it was found 
that eligible investments are approved 
by the directors’ trust committee, and 
in other cases by the officers’ committee. 


The use of an approved list can be 
of great help in the programming of new 
accounts and the investing of all ac- 
counts, if the investments are substan- 
tially confined to those approved. If 
they are carefully chosen and thorough- 
ly reviewed constantly, the same securi- 
ties may be used in a great many ac- 
counts. This tends to reduce the review 
time expended on a wide diversity of se- 
curities. It also makes for more prompt 
reinvestment of funds if the investment 
committee or the investment officer may 
select from this list without prior ap- 
proval of the directors’ trust committee. 


In some departments the trust officer 
is allowed to act, committee approval 
being requested after the fact, although 
sometimes this authority is only within 
limits of a written statement of policy. 
In one instance it was found that the 
trust officer has no authority to act 
without prior approval of the investment 
committee. However, in this case the 
committee meets weekly and being com- 
posed entirely of bank officers it is avail- 
able for informal meetings when a need 
arises. It would appear that as the com- 
mittee system develops, the power of the 
trust officer to act alone diminishes, com- 
mittee approval being necessary after 
the fact if he does act. 


In Large Departments 


In the larger medium sized depart- 
ment it was found that there is usually 
an investment department for the bank 
portfolio, which also functions on trust 
investments. In this area, unless the 
bank is of metropolitan proportions, 
there is a natural “tie-in.” In some in- 
stances in this group, the survey showed 
that no approved list of investments is 
maintained, but as in these cases there 
are large and complete investment de- 
partments, and the committee method is 
fully developed, there is probably little 
occasion for the trust officer to act on 
his sole responsibility. 


In the large metropolitan trust depart- 
ments we find the committee system of 
officers and trained investment analysts 
highly developed. The organization of 
these committees and their authority 
varies widely, but usually they work 
closely with investment research depart- 
ments or highly trained investment off- 
cers. Separate committees are sometimes 
established for real estate and/or mort- 


gages. However, substantial discretioy 
may be given to the trust officer to ag 
alone within policy limits. 

The analysis of the informatio, 
gathered from the questionnaire, estab. 
lishes certain trends which prevail as the 
department grows. The small departmen 
depends on the investment knowledg 
and acumen of the trust officer: ih 
larger the operation becomes, the lex 
individual becomes the responsibility, 
with the committees entering the pictur 
significantly and providing the grow 
judgment which is so important in the 
investment of fiduciary funds. 


Committee Importance 


It would seem that wider use of com 
mittees would be helpful to the smaller 
department, and might contribute to it 
growth. This would depend primarily, 
of course, on the men available to serve. 
In the small department, the use of 
qualified commercial men might be 3 
welcome addition to the trust investment 
group. At the same time it would 
acquaint them with trust activities and 
as they become trust minded, new busi- 
ness might be developed through them. 


It should be emphasized that an off 
cer’s investment committee can be of the 
utmost help and importance in the re 
view of accounts and in the judicious 
handling of the fiduciary funds. In the 
medium sized department, such a con: 
mittee and a trained investment officer 
are almost vital. 


Perfunctory trust committees or thow 
composed of officers and directors hay: 
ing little financial and investment ex 
perience may well be subjected to 3 
critical eye. No matter how heavily the 
commercial banking side may predom 
inate, every bank president must realiz 
today that the trust department cai 
never again be considered a_ routinet 
operation, a necessary evil, or a side 
line. It must be recognized now as al 
operation that requires the very bes 
talent and highest degree of knowledg? 
available.* 


Even the great amount of detail neces 
sarily involved in the work-a-day worl 
of the trust department can not com 
pletely obscure the deep sense of satis 
faction experienced by the dedicatel 
trust officer. Even the clerk who lifts his 
work above the mere routine and realizé 
that he is dealing with people instead of 
assets and liabilities may also visualiz 
the far-reaching importance of his serv 
ices. 

2Benjamin Strong, “Common Stocks — ‘The Big 


Change,’”” TRUSTS AND ESTATES, October 1954, P: 
13. 
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PRINCESS ELLA DELLA ToRRE E TAsso, 
84-year old granddaughter of the well 
known Hiram Walker, left Villa Ser- 
belloni (her 20-acre estate on Lake Como, 
Italy), its contents and $2,000,000 to the 
Rockefeller Foundation to promote “in- 
ternational understanding.” The Uni- 
versity of Michigan will receive $50,000 
for a student loan fund in memory of 
her parents. The Princess bequeathed her 
wardrobe to her maid, except for a mink 
coat and cape that were among a list 
of personal items left to her adopted 
daughter who also receives all monies in 
bank accounts outside continental North 
America. 













The rest of the estate, estimated at 
over $10,000,000, is placed in trust for 
the adopted daughter, who resides in 
Switzerland. After her death the trust 
will be continued for her two daughters, 
with net income divided equally between 
them and ultimately to the survivor. The 
trustees are given sole discretion to pay 
over principal up to the full share of 
any beneficiary. At the death of the last 
survivor the trustees are to distribute 
the remainder over to a cousin, or, if 
she be deceased, to her living issue per 
stirpes. This trust also includes property 
over which the heiress exercised a power 


of appointment granted by her mother’s 
will. 

















The Detroit Bank & Trust Co. and an 
individual were appointed executors and 
trustees and the bank may, if left alone 
in either capacity, continue to act alone 
or, if necessary, select another individual 
cofiduciary. The Princess named her 
attorney in Italy to act as administrator 
of her estate there if such representa- 
tion were required. 













Grace H. BROSSEAU, honorary presi- 
dent general of the Daughters of the 
American Revolution and widow of the 
onetime president of Mack Trucks, Inc., 
left an estimated $2 million estate which 
she disposed of as follows: All tangible 
Personal property, except for a colonial 
sofa which was given to a DAR Chapter 
in Greenwich, Conn., is left to a nephew 
and two grandnieces; real property in 
Greenwich is directed to be sold or held 
in trust for the benefit of the nephew, 
With a proviso that the trustees may 
lease the property to the nephew, his 
Wife or their two children; approximate- 
ly $25,000 goes to friends and employees. 
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The residuary estate is divided into 
six parts, four of which are to be held 
in trust for the benefit of the nephew 
and his wife and children. Upon the 
death of all of them, the principal is to 
be distributed to the nephew’s issue per 
stirpes, and if none, to University of 
Illinois. The trustees, New York Trust 
Co. and an individual (also named as 
executors) are authorized to sprinkle the 
income as well as principal among the 
four family members. The other two 
parts are set up in trust for the benefit 
of the two grandnieces, with distribu- 
tions of principal at ages 25, 30 and 35. 


A AA 


ESTATE PLANNING FORUM GOES TO 
SCHOOL 


Solomon Huber Associates, who have 
conducted annual estate planning forums 
for attorneys, accountants and trustmen 
since 1943, will operate the all-day affair 
on November 25 in conjunction with the 
New School for Social Research in New 
York City. This marks the return to a 
successful experiment in 1954 when the 
New School was a co-sponsor and made 
its facilities available. 

Subject matter of the 1959 Forum will 
be professional partnerships. Registra- 
tion fee of $15 is payable to Charles F. 
Godley, Registrar, New School, 66 W. 
12th St., New York 11. 


A A A 


e The 39th Personalized Trust Sales and 
Estate Planning Training Class conduct- 
ed by Kennedy Sinclaire, Inc., will be 
held from September 20 through October 
2. This is a comprehensive two-week 
course which is preceded by pre-course 
training by mail and followed by two 
years of follow-up training and sales 
management. 

The 14th Trust Sales and Estate 
Planning Seminar, a concentrated four- 
day course, will be held from October 26 
through 29. This course is designed par- 
ticularly for the part-time new business 
man, the commercial officer, and the ad- 
ministrative man who does some selling. 


A AA 


e Actor Ronald Colman, left an estate 
appraised at $1,088,234, according to a 
recent inventory. His will, which is being 
administered by Security-First National 
Bank of Los Angeles, was reported in 
T&E, Sept. 1958, p. 852. 











PROPERTY 


IN CANADA 


The appointment of National 
Trust Company as ancil- 
lary administrator expe- 
dites the realization 
and transfer of 
American owned 


property 


Canada. 


in. 


Enquiries Invited 


National 


Trust 


COMPANY 





20 King Street East 


Toronto, Canada 


Montreal 
Edmonton 


Hamilton 
Vancouver 
Calgary 





Winnipeg 
Victoria 


Assets Under Administration 


Exceed $685,000,000 
Annual Report on Request 

















WILL PAY CASH 
FOR YOUR GOLD COINS 


“¥. r-, 2 





we will pay the following prices .. . 











| | eas $36.50 each 
$10 GOLD CCS B08 each 
$ 5 GOLD $ 9.00 each 
$3 GOLD... $25.00 each 
$ 2.50 GOLD $ 6.00 each 
31 |. Bee 
We are also seeking the following: 
$50 GOLD $400.00 each 
$ 4 GOLD $500.00 each 





PROMPT REMITTANCE GUARANTEED 


no mounted or mutilated coins 
send coins direct to... 





123 West 57th Street, New York 18, N. Y. 


JUdson 2-2580 


One of America’s Oldest and Largest 


Coin Dealers 


Coin Appraisals tor Banks, Estates, 
Insurance Companies 












787 




















TRUSTS FOR INDIANS 


An Increasing Opportunity for Service 


URING THE LAST FEW YEARS THE 

Bureau of Indian Affairs in the 
Department of the Interior has turned 
increasingly to banks and trust com- 
panies of the country for help in solv- 
ing financial problems of the American 
Indians. In this introductory work, 
which has necessarily been an educa- 
tional process for both the Indians and 
the banks, Commissioner Glenn L. Em- 
mons, himself a former banker of Gal- 
lup. N. M., has had the aid of an in- 
formal committee consisting of Edwin 
P. Neilan of the Bank of Delaware, 
Wilmington, Del.; John W. Remington 
of Lincoln Rochester Trust Co., Roches- 
ter, N. Y.; and Richard G. Stockton of 
Wachovia Bank and Trust Co., Win- 
ston-Salem, N. C. 

Much the largest and most compli- 
cated bank trust project worked out 
with the help of this committee is that 
designed to preserve the assets of with- 
drawing members of the Klamath tribe 
of Oregon, owners of one of the most 
valuable forests on the Pacific coast. 





About 78% of the members chose to 
withdraw and thus obtain about $60,000 
each as their share of the divided as- 
sets. 

Because many of the withdrawing 
members were minors, it early became 
evident that some means should be pro- 
vided to protect them in the ownership 
of such large sums. After investigation, 
it was determined that corporate trustee- 
ships would provide these minors (and 
other Klamath members needing finan- 
cial guidance) with more protection and 
greater income than would a system of 
guardianship. Additional legislation was 
obtained from Congress authorizing the 
trusts. 

In this operation the Secretary of the 
Interior, Fred A. Seaton, has acted as 
grantor, turning over the present and 
prospective estates of 911 Klamath mem- 
bers (minors, mental incompetents, 
those asking for trust protection, and 
others determined to be in need of as- 
sistance in managing their affairs) to 


38 banks in 10 States. A model trust 





Seated: Jesse L. Kirk, 
Sr., Klamath Tribal Coun- 
cil member, rancher and 
local Indian leader, con- 
ferring with W. R. Brad- 
shaw, trust officer at the 
Klamath Falls office U. S. 
National Bank, Portland, 
Ore. Mr. Kirk’s two minor 
children have trusts es- 
tablished with the bank 
for their share of tribal 
moneys. Standing: Area 
Director Don C. Foster 
(r.) and Superintendent 
Elmo Miller (I.). 





Termination of Federal trusteeship of 
this tribe began in 1954 by act of Con- 
gress. In simplest terms, this act gave 
the 2000-odd members the choice of 
withdrawing from the tribe with a pro 
rata share of the tribe’s assets, or of 
remaining in the tribe and continuing 
to operate the forest collectively through 
a new corporation or other legal entity. 

This article was prepared by the Bureau of 


Indian Affairs at the request of Trusts AND Es- 
TATES. 
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agreement for the trusts, which will 


probably total at least $55,000,000, 
was worked out by the committee, the 
Department and the major trust com- 
panies involved. The detailed task of 
negotiating and establishing the 911 
trusts was actually performed by the 
Portland Area Office of the Bureau of 
Indian Affairs under -a. delegation of 
authority from Secretary Seaton. As- 
sistance in locating trust companies will- 


ing to take the scattered trusts through. 
out the country was rendered by the 
committee. 


As might be expected, two Portland, 
Ore., banks, the United States National 
and the First National, received the larg. 
est numbers of these individual trusts 
281 and 266 respectively. But becaus 
many Klamath members now live fa 
from the reservation, banks throughout 
the West shared in the assignments. 4 
few trusts were established with banks 
as far east as Chicago. 


Where individually owned allotment 
of realty in Oregon were a part of the 
trust estate, only trustees authorized to 
manage realty in Oregon could serve ani 
were therefore chosen, even though the 
beneficiary resided elsewhere. Where as 
sets consisted only of funds, trustees in 
other States could be appointed. Parents 
and guardians were invited to name the 
bank desired to act as trustee for the 
childen or wards. To the extent possible 
the Bureau honored these requests. 


Under these trusts, disbursements of 
income and principal are to be made by 
the trustee as it deems advisable for the 
maintenance, care, welfare, support and 
education of the beneficiary and for 
the members of the fiduciary’s family 
for whom it is legally responsible. The 
trustee is also authorized, within the 
limits of its judgment, to disburse money 
to assist the beneficiary to engage ina 
business, farming, or ranch operation, 
or to give the beneficiary experience 
in the management of moneys ani 
properties. Although the life of thes 
trusts is indefinite, it is specified that 
“at all times it shall be the objective 
to terminate the trusts and place the 
beneficiary in full and complete contrd 
of the trust assets as soon as his capacity 
to manage his own financial affairs in 
a prudent and business like manner 
established.” State laws will gover 
trustees’ activities and state courts wil 
hear appeals from their decisions. 


The establishment of a managemetl 
trust with a bank or trust company 
contemplated to manage and _ operalt 
the remaining assets of the Klamath tribe 
after 78% of its members have with 
drawn their shares. This new trustet, 
yet to be appointed, will have full r 
sponsibility for the management of tht 
remaining, undivided tribal property # 
consultation with representatives of tht 
tribe, will operate the tribal timberland 
on a sustained yield basis, and will de 
termine the amounts and conditions 4 
income payments to members. The pre 
posed trust would last for the lives of 
the enrolled members of the tribe wh 
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are beneficiaries of the trust, except 
that the beneficiaries may vote to ter- 
minate the trust at five-year intervals 
and in an emergency the trustee may 
call an election at any time. 






A smaller trust arrangement has re- 
sulted from another act of Congress in 
1954. determining Federal trusteeship of 
four Paiute bands in Utah. In 1957 all 
tribal assets of these Indians were trans- 
ferred to a new trustee, the Walker 
Bank and Trust Co. of Salt Lake City. 
The trust agreement required the trustee 
to sell all tribal lands except those which 
a band might wish to divide among its 
members or to transfer to a corpora- 
tion owned by its members. Subsurface 
or mineral rights to all land were trans- 
ferred to the trustee to be held for 10 
years before sale. 















In addition to the Klamath and 
Paiute trusts, to the establishment of 
which the informal committee rendered 
important advisory services, Messrs. 
Neilan, Remington and Stockton have 
individually assisted the Bureau to a 
substantial extent in effecting solution 
of the land and management problems 
of the Nez Perce of Idaho, the Palm 
Springs Indians of California, and ihe 
Seminoles of Florida. 


A few other Indian tribes which have 
recently come into money have estab- 
lished bank trusts largely on their own 
initiative. An example of these is a trust 
created in 1955 by the Jicarilla Apache 
tribe of New Mexico with the First Na- 
tional Bank of Albuquerque. The Jica- 
rilla had been prospering through timber 
sales and income occasioned by the dis- 
covery of oil and gas in its lands. It is 
the custom to distribute in per capita 
shares at least part of such income to 
each member of the tribe, including chil- 
dren. In this case the Tribal Council, 
uncertain of the continuance of this in- 
come, believed that part of the funds due 
each child should be safeguarded for 
his future benefit. After consulting with 
their attorney, the Council concluded 
that a trust arrangement would best pro- 


vide prudent and lucrative management 
of their children’s funds. 


The Jicarilla Tribal Council, acting 
as grantor under powers given it by 
the tribe’s constitution, agreed with the 
bank. which became the trustee, to de- 
liver one half of all minors’ per capita 
Payments to the trustee for safekeeping 
and investment. Although the funds de- 
livered could be managed and invested 
as a common fund, the share of each 
tba! member was to be considered a 
‘parate trust. As the trust is of the 
‘pen-end type, the grantor may add to 
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the accounts of previously listed bene- 
ficaries or create new accounts for ad- 
ditional beneficiaries. When a minor be- 
comes 18 years old he receives one- 
fourth of the amount accumulated to his 
credit, and another one-fourth at 19, 20, 
21 so that upon his 21st birthday he re- 
ceives all of the amount to his credit, 
including principal and interest, and his 
name is removed from the trust. Pay- 
ments may be made, however, at any 
time to a beneficiary if the Tribal Coun- 
cil, as grantor, requests the trustee in 
writing to make the payment. 


No beneficiary is permitted to deal 
directly wth the trustee, all business be- 
ing conducted between the Tribal Coun- 
cil and the trustee. The trustee has 
all rights of investment permitted fidu- 
ciaries under the laws of New Mexico, 
and its fees are in accordance with its 
published schedule of charges. Annual 
written accountings of the trust are re- 
quired. The Council, as grantor, has the 
right to alter the trust without the con- 
sent of any fiduciary. 


In 1956 the Jicarilla set up a second 
trust fund with the First National Bank 
of Albuquerque. This $1,000,000 trust 
is called the Chester E. Faris Fund, in 
honor of a former, beloved superin- 
tendent of the Jicarilla reservation. Its 
income, and income only, is expended 
annually on college and school scholar- 
ships for members of the tribe selected 
by a committee of the tribe. 


Although the primary purpose of all 
these group and individual trusts is to 
safeguard, manage, and, if possible, in- 
crease the assets of tribes and individual 
Indians, a definite, collateral purpose is 
to educate Indians in sound methods of 
property management. The bank prov- 
ing to be most helpful to the Indian is 
the “teaching bank.” Trustees, it is 
hoped, will not only manage individual 
and tribal estates wisely and conscien- 
tially but will also develop in their 
beneficaries a desire and an ability to 
manage their own affairs. The Indians, 
on their side, are learning about the 
services available to them from banks, 
and, as more of them acquire funds 
through mineral discoveries or through 
awards by the Indian Claims Commis- 
sion, they are certain to seek such serv- 
ices increasingly. 


A A A 


e Personal trust funds in state char- 
tered trust institutions of Pennsylvania 
totaled $5,401,189,512 as of June 10, 
representing a gain of nearly 9% over 
the corresponding month a year ago. 
Corporate trusts totaled $5,377,361,082, 
showing a gain of 3%. 
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We’ve had over 100 years of 
experience in handling trust and 
estate matters in Pennsylvania. 
Let us show you what we are 
doing for our correspondents. 
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TRADESMENS 
Bank and Trust Company 


Trust Division: 
Seventeenth and Chestnut Streets 
Philadelphia 3 
LOcust 4-3000 




















~ FINER HOTELS - | 


On the city’s most famous : 
thoroughfare, 
exclusive Washington Square. 


5th Avenue in 


Spacious single rooms from $9. 
daily. With air-conditioning from 
$12. Lavish 2 and 3 room apart- 
ments with serving pantries. 
Television available. 


SPECIAL RATES 
on a monthly 
basis. Additional 
substantial 
savings, on 
unfurnished and 
furnished 
apartments 

on lease. 





Write for descriptive brochure 
N. Scheinman, Managing Director 
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Colorado School of Banking 
Completes 9th Session 


Nearly one hundred bankers attended 
the courses offered at the 9th annual 
Colorado School of Banking, sponsored 
jointly by Colorado Bankers Association 
and the C.U. School of Business. The 
faculty was drawn from the banks and 
trust companies of the state and the 
Universities of Denver and Colorado. 
Others who taught in this year’s session 
(August 9-21) included Lyle E. Granley 
of the Federal Reserve Bank of Kansas 
City and George B. Ward, deputy man- 
ager, American Bankers Association. 

Attendance at three annual sessions 
and completion of assigned problem 
work are required for graduation. The 
curriculum includes courses in business 
and banking law, executive develop- 
ment, and public relations, as well as 
subjects particularly directed to com- 
mercial rather than trust banking. 

A AA 


40 Trust Majors at 
Southwestern G. S. B. 


Among the 300 students attending the 
Southwestern Graduate School of Bank- 
ing at Southern Methodist University 
this year (July 19-Aug. 1) were 23 
trust majors in Class I and 17 in Class 
II. The third class of the three-year pro- 
gram will be added next summer when 
all three classes will meet simultaneously 
for the first time. 

The lecture method predominates in 
the first year curriculum, but the second 
year class largely utilizes the case study 
method. Special lecturers for trust ma- 
jors include: 

Class I: Edward E. Stocker, vice 
president and senior trust officer, Con- 
tinental National Bank, Fort Worth; Dr. 
Moss Wimbish, professor of law, S.M. 
U.; Roy M. Huff, vice president and 
senior trust officer, National Bank of 
Tulsa; Robert S. Davis, vice president 
and trust officer, Republic National 
Bank, Dallas; Maurice Purnell, Dallas 
attorney; Arthur J. O’Hara, vice presi- 
dent, Northern Trust Co., Chicago; Dr. 
John W. Riehm, dean of the school of 
law, S.M.U.; Joe C. Stephens, Jr., Dallas 
attorney; Albert H. Cloud, Jr., comp- 
troller, Texas Bank & Trust Co., Dallas. 


Class II: Lennart V. Larson, profes- 
sor of law, S.M.U.; Edwin P. Neilan, 
president, Bank of Delaware, Wilming- 
ton; Richard P. Chapman, president, 
Merchants National Bank, Boston; 
Floyd O. Shelton, vice president and 
-senior trust officer, Fort Worth National 


Bank. 
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Flatirons Mountains from University of Colorado campus 


(engineering building, left; 


library, right), where 9th annual Colorado School of Banking was held August 9-2), 





Virginia Bankers Trust School 


“The New Virginia Bankers Trust 
School” held its sessions August 23-28 
at the University of Virginia, Charlottes- 
ville. Leaders for the three days of con- 
centrated study are Virginia attorneys, 
trust and investment men. 

Monday’s program included a pres- 
entation of the basic problem, client in- 
terviews and development of estate facts 
by Thomas J. Michie, attorney and Law 


School lecturer, and Neill H. Alford, Jr., 
of the Law School faculty. “Considera- 
tions in Selecting a Fiduciary” was the 
topic of Colston Christian, Richmond 
attorney, and “Attracting Trust Busi- 


ness” by Henry Brockenbrough, trust 
officer, State-Planters Bank of Com- 
merce & Trusts. The morning session 
closed with a panel program in which 
the last two speakers were joined by 
Knox Turnbull, C.L.U., and T. Mun- 
ford Boyd as moderator. 

After luncheon Mr. Alford presented 
an analysis of a will prepared as a re- 
sult of a client interview and explained 
the intended function of its provisions. 

On Tuesday morning Mr. Michie con- 
ducted a discussion on the use of the 
marital deduction in estate planning. 
Joseph W. Smith, Roanoke attorney, 
then commented on “The Virginia In- 
heritance Tax and the Estate Plan” and 
on “The Proposed Virginia Estate Tax 
and its Impact on. Estate Planning.” 

On Wednesday, Mr. Alford talked on 
planning and administration of pour- 
over transactions, and “Current Prob- 
lems in Investment” was discussed by 
T. K. McRae of First & Merchants Na- 
tional Bank, Richmond. Mortimer Cap- 
lin, member of the Law faculty, spoke 
on “Minimizing Federal Taxes in the 
Administration of Trusts.” 


Illinois Trust School 
Holds 14th Session 


An accelerated but comprehensive 
curriculum is being offered to bank trus 
personnel at the Illinois Bankers Asso. 
ciation’s 14th annual Trust Develop 
ment School, August 9-27, at the down 
town Chicago campus of Northwestem 
University. 


Faculty members include Daniel ©. 
Schuyler, professor of law at the uni 
versity; Alexander Eulenberg and John 
Waldron, both professors of law at Loy. 
ola University; William H. Avery. John 
Lindquist, and John S. Pennish, al 
Chicago attorneys. 


In addition to several bank officials 
business executives on the faculty ir 
clude: Maynard D. Conklin, Champion 
Paper & Fibre Co.; John F. Donlon, E¢ 
win Bird Wilson, Inc.; Gordon 
White, Batten, Barton, Durstine & Os 
born, Inc.; Stuart A. Monroe, Mutud 
Benefit Life Insurance Co. of Newark. 


N. J. 


The courses include—First week: e& 
tate planning and taxes, survey of thi 
law of trusts, federal estate tax (gros 
estate and deductions), wills and de 
scent, state inheritance and estate taxes 
and the modern trust agreement aul 
testamentary trust; Second week: it 
come taxation of trusts, pension aml 
profit sharing trusts, business interes# 
in connection with estate planning, prat 
tice of selling techniques; Third week 
life insurance and business insurane 
trusts, trust investment, bank cooperé 
tion in obtaining trust new business 
securing trust business through estalt 
planning. Reviews and written examine 
tions are scheduled during each week. 
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ALABAMA 


BIRMINGHAM & MOBILE—Charles H. Gibbons named 
asst. trust officer at First NATIONAL BANK in Mobile, not 
in Birmingham as incorrectly reported last month. 






































ARIZONA 


PHOENIX—Duncan H. Newell, Jr., appointed vice presi- 
dent in charge of the trust department investment division 
of VALLEY NATIONAL BANK. He was formerly with NATIONAL 
BANK OF TOLEDO, Ohio, where he was vice president and 
trust officer in charge of the trust department. 
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CALIFORNIA 


LOS ANGELES—CALIForNIA BANK named Frank L. King 
to the newly created office of board chairman and elected 
Clifford Tweter president. King, formerly president, con- 
tinues as chief executive officer. Tweter has been executive 
vice president of the Bank since 1954. Both were formerly 
with Continental Illinois National Bank & Trust Co., Chicago. 

Robert V. Daly, formerly with Campbell-Ewald Co., De- 
troit, appointed advertising director. Daly attended Fordham 
U., and brings to the new position a marketing and research 
background in advertising. 










COLORADO 


COLORADO SPRINGS—Carl T. Fisher named asst. trust 
oficer of EXCHANGE NATIONAL BANK. A graduate of Kansas 
Law School, Fisher was assistant bank examiner for the 
Federal Reserve Bank of St. Louis prior to joining the Bank 
in 1958. 











CONNECTICUT 


HARTFORD—James F. English, Jr., promoted to vice presi- 
dent to head the trust investment division of CONNECTICUT 
BANK & TRUST Co. Benjamin P. Terry resigned to become 
vice president at Society for Savings. English holds an 
L.L.B. degree from U. of Connecticut School of Law. 











GEORGIA 


ATLANTA—Trust COMPANY OF GEORGIA elected Howard 
Ector a trust officer. Ector attended Georgia Military Col- 
lege, received his BS in Industrial Management from Georgia 
Tech., and was All-Southeastern Conference quarterback for 
two years. 











ILLINOIS 


CHARLESTON—James L. Archer elected president of 
CHARLESTON NATIONAL BANK succeeding the late Charles W. 
Reynolds. Archer had been assistant vice president and asst. 
trust officer, to which position John L. Brewer has been 
promoted. Bruce Rardin, formerly vice president and trust 
officer, elected senior vice president. 


CHICAGO—At First NATIONAL BANK, William J. Lovitt 
named assistant secretary in the trust department. 















FRANK L. KING 
Los Angeles 





CLIFFORD TWETER 
Los Angeles 


DUNCAN H. NEWELL, JR. 
Phoenix 
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TRUST PERSONNEL CHANGES 


JAMES F. ENGLISH, JR. 


CHICAGO—Thomas C. Octigan and John R, Winter ap- 
pointed assistant secretaries in the trust department of 
Harris Trust & SAVINGS BANK. 


ROCKFORD—David G. Morgan, Jr., trust officer, AMERICAN 
NATIONAL BANK & TRUsT Co., elected a vice president. 


SPRINGFIELD—Francis M. Gebhart, for the past 12 years 
chief clerk of Sangamon County Probate Court, joined the 
trust department of ILLINOIS NATIONAL BANK. 


MASSACHUSETTS 


BOSTON—Paul E. Herrick promoted to trust officer at 
MERCHANTS NATIONAL BANK. 


BOSTON—Basil S. Collins retired as vice president of OLD 
CoLONY TruUsT Co. to become Director of Advanced Under- 
writing Services for Guardian Life Insurance Co. of Amer- 
ica. A graduate of Harvard U., Collins obtained his Char- 
tered Life Underwriter designation in 1935 and has been 
teaching courses in Wills, Trusts, Life Insurance Law and 
Estate Planning at Boston U. for 14 years. 

Collins has served as president of the Boston Life Insur- 
ance & Trust Council and the Boston Chapter of C.L.U.’s 
and as regional vice president of the American Society of 
C.L.U.’s. He received an honorary life membership in the 
Boston Council in recognition of his efforts as the pioneer 
in this movement. 

In his new association, Collins will offer the benefit of his 
experience and specialized knowledge to the customers of 
Guardian representatives and brokers throughout the New 
England territory. 


BOSTON—ROcKLAND-ATLAS NATIONAL BANK appointed Win- 
throp B. Walker as executive vice president and a director. 
Walker is a graduate of Bowdoin College, Harvard Law 
School, and the Graduate School of Banking at Rutgers U. 
During his past 14 years with CANAL NATIONAL BANK of 
Portland, Maine, he has had experience in all departments 
of the bank, and resigned as vice president in the trust 
department. 


BOSTON—SEcoND BANK-STATE STREET TRUST Co. elected 
Ivon S. Cahill a vice president in the corporate trust-transfer 
department of the personal trust division. Cahill joined the 
Bank in 1928. 


MICHIGAN 


NILES—Mrs. Marguerite H. Gosline elected asst. trust officer 
at First NATIONAL BANK. 


MINNESOTA 


MINNEAPOLIS—John W. Hunt advanced to vice president 
and trust officr at MIDLAND NATIONAL BANK. Starting with 
th bank in 1939, Hunt has held primary responsibilities in 
the trust and investment department for the past 15 years. 
Charles V. Krogness and William J. Wallman appointed asst. 
trust officers, 


W. B. WALKER 
Boston 


I. S. CAHILL 
Boston 


Hartford 

















LOWELL STEPHENS 
Jackson, Miss. 


NOEL L. MILLS 
Jackson, Miss. 


JOHN W. HuNnT 
Minneapolis 


ST. PAUL—Russell H. Johnson elected trust officer at 
NORTHWESTERN NATIONAL BANK. He started with the bank 
19 years ago as a messenger. 


MISSISSIPPI 


JACKSON—Noel L. Mills promoted to vice president and 
senior trust officer of DEPosIT GUARANTY BANK & TRUST Co., 
and Lowell F. Stephens to trust officer. Mills joined Deposit 
Guaranty in 1937, and was transferred to the trust depart- 
ment in 1939. He helped organize and was first president of 
both the Estate Planning Council of Mississippi and the 
Trust Division of the Mississippi Bankers Association. 
Stephens joined Guaranty in 1948 and in 1959 assumed 
charge of corporate trust accounts. 


NEBRASKA 


LINCOLN—Howard A. Chapin III and Robert D. McNutt 
elected vice presidents of First Trust Co., with Chapin con- 
tinuing as trust investment officer and McNutt as trust 
officer. Vincent Goeres appointed asst. trust investment offi- 
cer, and Carter Iddings asst. trust officer. 

All are graduates of U. of Nebraska. Chapin is a former 
chairman of the trust and estate division of Nebraska 
Bankers Association. McNutt also graduated from the Uni- 
versity’s School of Law. 


NEW JERSEY 


ATLANTIC CITY & PRINCETON—Correction of p. 707 
July. Elections of Messrs. Beyer and Turner referred to 
were in connection with the Trust Committee of New Jersey 
Bankers Association, and each retains his present bank 
position as follows: Walter E. Beyer, vice president and 
trust officer, BOARDWALK NATIONAL BANK, Atlantic City; 
Gilbert C. Turner, vice president and trust officer of First 
NATIONAL BANK, Princeton. 


NEW YORK 


NEW YORK—Lewis A. Lapham named chairman of the 
executive committee of BANKERS TRUST Co.; Harold W. 
Johnson named trust officer; and Arthur Dixon, asst. trust 
officer. Lapham has been president of the Grace Line, Inc. 
since 1955 and resigned to devote full time to bank duties. 
He began his career with the San Francisco Examiner fol- 
lowing graduation from Yale in 1931. 


NEW YORK—James E. Kennedy, former trust officer, ap- 
pointed pension trust officer of CHEMICAL CORN EXCHANGE 
BANK. A graduate of Amherst, Kennedy is in charge of the 
administration of pension and profit sharing accounts. 





HAROLD W. JOHNSON 
New York 


Lewis A. LAPHAM 
New York 


EDWARD F. MITCHELL 
New York 
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HOWARD 








JAMES E. ROBERTSON 





ROBERT D. McNuTT 
Lincoln 


. CHAPIN 
Lincoln 


JAMES E. KENNEDY 
New York 


NEW YORK—At First NATIONAL CiTy TRUST Co., Edward 
F. Mitchell and James E. Robertson appointed vice prej. 
dents; Ogden K. Myers promoted to trust officer. Mitchel 
formerly was a trust officer, and Robertson an asst. vice 
president. 

NEW YORK—Charles E. Hoos and Thomas S. Lampman 
appointed assistant secretaries of MARINE MIDLAND Trust 
Co., the former as corporate trust administrator and the 
latter in stock transfer operations. 

NEW YORK—NEw York Trust Co. named Calvin (, 
Bartels an asst. trust officer in the personal trust division. 


NORTH CAROLINA 


RALEIGH & WINSTON-SALEM—George 
elected a trust officer at Raleigh office of WACHOVIA BANK & 
Trust Co., John W. Burwell (Winston-Salem) and I. Le 
Parker (Raleigh) elected asst. trust officers. 


OHIO 


AKRON—Jay L. Collins, senior trust officer of First Ns 
TIONAL BANK, retired after 39 years in trust work. 
CLEVELAND—In the investment division of the trust de 
partment of NATIONAL CITY BANK OF CLEVELAND, Alai 
Homans advanced to vice president, and Arthur T. Boanas 
and John B. Neff named trust investment officers. Boanas 
is a graduate of Manchester U. (England), Neff of Westem 
Reserve U. 


COLUMBUS—Harold H. Heffner and Maynard elected asst. 
trust officers at CiITy NATIONAL BANK & TRUST Co. 


OKLAHOMA 


OKLAHOMA CITY—Waldemar F. Pralle, head of the trust 
department of CiTy NATIONAL BANK & TRUST CoO., prt 
moted to vice president and trust officer. Pralle joined City 
National in 1949 following graduation from Oklahoma U. 
School of Law. He is immediate past president of the trusi 
division of Oklahoma Bankers Association and vice pres 
dent of the Oklahoma City Estate Planning Council. 


SAPULPA—The new trust department of AMERICAN N+ 
TIONAL BANK (T&E July p. 709) is in charge of Harold f. 
Dodd, senior vice president and trust officer, assisted ly 
Robert Powers, vice president and asst. trust officer. 


OREGON 
PORTLAND—E. J. Kolar elected to the new position df 


executive vice president at UNITED STATES NATIONAL BANS § 


Kolar, with the bank 29 years, has been a vice president 
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ALAN HOMANS 
Cleveland 


WALDEMAR F. PRALLE 


New York Oklahoma City 
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R. G. BARNGROVER 
Fort Worth 


ALBERT T. MASON 
Philadelphia 


ROBERT N. BELL 
Milwaukee 


PENNSYLVANIA 


PHILADELPHIA—Alter T. Mason succeeds Frank C. 
Roberts, Jr., as chief executive officer of LIBERTY REAL Es- 
TATE BANK & TrRusT Co., although the latter remains as 


board chairman. Mason continues as president and active 
head of the bank. 


PHILADELPHIA—William M. Gonzalez retired as trust 
officer after a 44 year association with First PENNSYLVANIA 
BANKING & TRUST Co. 


TENNESSEE 


CHATTANOOGA—Wallace H. Bristow advanced to trust 
oficer at HAMILTON NATIONAL BANK, and David W. Wright 
to asst. trust officer. 


NASHVILLE—At First AMERICAN NATIONAL BANK, Wil- 
liam L. Midgett advanced to trust officer. 


TEXAS 


FORT WORTH—Robert G. Barngrover joined First Na- 
TIONAL BANK as a vice president and trust officer. A grad- 
uate of U. of Colorado where he majored in economics and 
law, Barngrover holds a license to practice law in Colorado, 
Illinois and California. He comes from CALIFORNIA BANK, 
Los Angeles. 


VIRGINIA 


STAUNTON—Wade Cothran, IV, formerly asst. trust offi- 
cer, elected trust officer of AUGUSTA NATIONAL BANK suc- 
ceeding the late A. W. Carpenter. 


WASHINGTON 
SEATTLE—SEaTTLE Trust & SAVINGS 
BANK elected Cebert Baillargeon as 
chairman and chief executive officer; 
K. Winslow elected president; and 
Henry H. Judson named senior vice 
president and trust officer. W. Todd 
Elias, Spokane office, and Edward West, 
Jr., Seattle, named asst. vice presidents 
and trust officers. 


SPOKANE—Eldrich L. Rehn promoted to trust officer at 
OlD NATIONAL BANK. 





H. H. JUDSON 


ee 





ge of “Open House” meetings at the newly completed main 
hee of Bank of Delaware, Wilmington, began June 14. Photo 
shows main reception area of Trust Department. 
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TACOMA—NATIONAL BANK OF WASHINGTON appointed B. 
W. Marley asst. vice president and asst. trust officer. 


WISCONSIN 


MILWAUKEE—Robert N. Bell, trust officer in the invest- 
ment department of First WISCONSIN TrusST Co. since 1935, 
elected vice president; Walter E. Isgrig and Anthony M. 
Rood, Jr., named trust officers. 


CANADA 


LONDON—Canapa Trust Co. elected A. R. Steele trust 
supervisor; at Toronto: A. H. Mingay, manager of pension 
trust division, made asst. general manager, and C. A. Bur- 
ton and J. A. Tucker made senior trust officers, estate plan- 
ning; at Regina: J. R. Biggs appointed manager; at Ed- 
monton: A. T. Meighen, manager. 


MONTREAL—EAsTERN Trust Co, transferred G. C. Mac- 
Donald from Montreal to Moncton, as trust officer; appointed 
Einer Naas, chief trust officer, as assistant manager at 
Montreal; and J. M. Scrimgeour, chief trust officer. 


MONTREAL—GENERAL TRUST OF CANADA appointed Henri 
W. Guilbault assistant general manager and treasurer, suc- 
ceeding Romeo Bertrand, deceased. 


MONTREAL—MontTREAL City & District TRUSTEES LTD. 
appointed former chief accountant André Seguin as secre- 
tary. 

MONTREAL—H. A. Simons transferred from Quebec City 
branch of RoyAL TRUST Co. to become agency manager at 
Sherbrooke; at London: F, A. Simpson, formerly with Sher- 
brooke Trust Co. and recently manager of the Sherbrooke 
agency of Royal Trust, appointed manager; at Toronto: A. 
A. Grove appointed assistant manager, transferring from 
London; Harry H. Gratton named trust officer in estate and 
trust planning; Hudson Pope, manager, personal trust de- 
partment; K. C. Pilley, supervisor of investments; at Vic- 
toria: William B. MacFadden appointed assistant manager. 


TORONTO—CANADA PERMANENT TRUST Co. appointed at 
Toronto: J. H. Herring, advertising manager; G. W. B. Kay, 
manager of business development; at Victoria: C. W. Con- 
rad, manager to succeed W. W. Evans, appointed chairman 
of advisory committee of that branch; Edmonton: Ray W. 
Peters, trust officer, and Miss Winifred Henning, assistant 
trust officer; Halifax: A. W. Nicolle transferred from Ed- 
monton to Halifax as trust officer; and at Woodstock: A. A. 
Mowat appointed trust officer. 


TORONTO—NaTIONAL TRUsT Co. LTD. appointed J. B. 
Pogue, trust officer, to assistant personnel officer; W. R. 
Taubman, trust administrator, to trust officer; and J. Albert 
Brule, trust officer. At Victoria: A. M, Oswald of Winnipeg 
office appointed’ manager succeeding S. J. Crawley, retired. 
At Winnipeg: Andrew C. Tough named trust officer, trans- 
ferring from Victoria. 





New Trust Department quarters at Central Trust Co., 
Rochester, N. Y 
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EXECUTIVE PLACEMENT 











Individuals seeking positions in trust 
departments may have free listing 
(maximum six lines). Responses to 
listings should be addressed to the 
Code number shown, care of “Trusts 
and Estates,” for forwarding to ap- 
plicant. 


Investment Account Manager, 27, three 
years experience with counselling firm, 





TRUST OFFICER 


Trust Officer to head department in bank 
in rapidly growing Georgia city. Salary 
open. Living conditions excellent. 


Box H-98-5, Trusts and Estates 
50 East 42nd St., New York 17 








TO HEAD TRUST DEPARTMENT 


Man with experience and demonstrated 
record of accomplishment in supervision 
of all aspects of a trust department wanted 
for southeastern Florida bank. Salary will 
depend to a large extent on the experience 
and background of the man and will be 
determined on a competitive basis. 


Box H-98-2, Trusts and Estates 
50 East 42nd St., New York 17 








FLORIDA BANK NEEDS 
TRUST OFFICER 


Starting new trust dept. in 21-million dol- 
lar bank. Opportunity for well ‘qualified 
man, legal degree preferred. Send resume 
of education, experience, salary require- 
ments, etc., with recent photograph. 

Box H-98-3, Trusts and Estates 

50 East 42nd St., New York 17 








WANTED 
INVESTMENT OFFICER 


Opportunity in a medium size southern New Eng- 
land bank for an investment officer qualified to 
do trust investing. Advancement opportunity, age 
preferred 35-40, give full resume of experience 
and education, stating age, family status and sal- 
ary requirements. 


Box H-98-1, Trusts and Estates 
50 East 42nd St., New York 17, N. Y. 








WANTED 
INVESTMENT ANALYST 


Large California branch banking organiza- 
tion has an Investment Analyst opening in 
its San Francisco Administrative Head- 
quarters Trust Dept. Previous securities/ 
investment analysis experience required. 
If interested, send resume outlining per- 
sonal and work history, plus salary re- 
quirement to: 


Bex H-98-4, Trusts and Estates 
50 East 42nd St., New York 17 
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desires trust or allied position, prefer- 
ably not in largest cities. Economics 
major, honors work and graduate study 
in Finance. 97-1 


A.B., 32, three years trust, six years 
commercial banking, desires position 
with advancement opportunities in pro- 
gressive trust department. Currently in- 
vestment analysis and administrative de- 
tail. Also advertising interests, Location 
secondary. 97-2 


Attorney, 30, four years active prac- 
tice in federal taxation, estate planning 
and probate. Member of Probate Attor- 
neys Association (International), Ne- 
braska Bar. Desires trust department 
opportunity, East Coast. 97-3 


California attorney, 32, desires position 
in medium to large trust department. 
3% years general practice includes ex- 
tensive probate. Pre-legal experience in- 
cludes trust department probate division. 
97-4 

Trust and Estate Administrator, 32, 
eight years administrative experience in 
large eastern trust department. Probate 
experience, admitted to practice. Desires 
position of responsibility in medium size 
trust department. 97-5 


Assistant Trust Officer, 33. thorough 
knowledge all phases administration, 
operations. Strong investments. Desires 
challenging opportunity with progressive 
bank. New England preferred. 98-6 


Trust Officer, head of department, 35, 
with 10 years experience in all phases 
of trust work. BS, BA, Graduate of Rut- 
gers, Trusts major. Seeks position in 
southwest or west. 98-7 


MBA, investments major, 29, desires po- 
sition in portfolio management or as 
secvrities analyst. Three vears exper- 
jenee in Pension Dept. of large New 
York City bank. Advancement opportun- 
ities prime factor. Willing to relocate. 
98-8 

Assistant Trust Officer. BBS, 36, with 
5 years commercial banking and 8 vears 
trust experience, all phases. Develoved 
trust bookkeeping system. Seeks position 
with responsibility, growth potential. 
98-9 

A hh A 


IN MEMORIAM 


C. W. BarLey, former ABA president 
and chairman of First NATIONAL BANK 
and SOUTHERN TRUST Co., Clarksville, 
Tenn. 

HULBERT T. BISSELLE. president, RIGGS 
NATIONAL BANK, Washington, D. C. 

EARL W. RIESBERG, assistant trust of- 
ficer, NORTHWESTERN NATIONAL BANK, 
Minneapolis. 

HENRY N. SWENSON, trust officer, NA- 
TIONAL MANUFACTURERS BANK, Neenah, 
Wisconsin. 

JOHN C. WARNER, JR., president, CEN- 
TRAL TRUST CAPITAL BANK, Harrisburg. 

LAWRENCE J. WHITE, assistant trust 
officer, LiBERTY BANK of Buffalo. 


MERGERS, NEW TRUSF POWER; 


Phoenix, Ariz. — Stockholders 
BANK OF DouGLAs voted July 15 t 
change the bank’s name to THE Arizon, 
BANK. 


Danbury & Stamford Conn, — Stock. 
holders voted in favor of merging Day. 
BURY NATIONAL BANK into FAIRFimy 
County Trust Co., Stamford. 


Fort Myers, Fla. — LEE COUNTY Banx 
is establishing a new trust department, 


Fairbury, Ill. — NATIONAL BANK 
FAIRBURY has been granted trust powers, 
Officers in charge are M. E. Tarpy, tru 
officer, and John W. Gerber, asst. trust 
officer. 


Indianapolis, Ind. — Consolidation of 
FIDELITY BANK & TRusT Co. with Amm. 
ICAN FLETCHER NATIONAL BANK & Trust 
Co. became effective under the name ané 
charter of the latter. The consolidated 
bank’s trust department is located at the 
Fletcher Trust office at 108 North Penn. 
sylvania Street. Frank E. McKinney, 
Fidelity president, was named _ boari 
chairman; H. Prentice Browning con. 
tinues as president and executive com. 
mittee chairman; Harold C. Cross be 
comes executive vice president. 


Louisville, Ky. — Royau BANK has 
added trust powers to its functions ani 
changed its name to Roy‘L BAnk ¢ 
Trust Co. Edward W. Sturgeon is namei 
trust officer. 


New York, N. Y. — Shareholders d 
CHEMICAL CORN EXCHANGE BANK ani 
NEw York TrRusT Co. approved merge 
under the name of CHEMICAL BANK NE¥ 
York Trust Co. (See T&E, June p. 622) 


Easton, Pa. — EASTON TrusT Co. ani 
EASTON NATIONAL BANK consolidated 


under the new title EASTON NATIONAL 
BANK & Trust Co. 
Pittsburgh, Pa. — First JEANNETT 


BANK & Trust Co., Jeannette, was ab 
sorbed into PEOPLES First NATIONAL 
BANK & TrusT Co., becoming a branch 
Alexandria, Va 
— Mounrtr VERNOX 
BANK & Trust Ca 
has been granted 
trust powers, ani 
elected Townseni 
Oast as trust off 
cer. Oast holds al 
AB and LLB fro 
Washington ani 
Lee U. and formel 
ly served as asst. trust officer of Fauquié 
National Bank of Warrenton, Va. 





‘TOWNSEND OAST 


Pittsburgh, Pa. — The proposed mergé 
of PEopLEs First NATIONAL BANK 4 
Trust Co. and FipeLity Trust Co. re 
ceived preliminary approval from the 
Comptroller of the Currency, under the 
new name of PrirrtsBURGH NATIONAL 
BANK rather than First NATIONAL BAN} 
of Pittsburgh as originally proposed 
(T&E June p. 622.) 
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EVEN YEARS AGO I WENT TO THE 
Hawaiian islands to speak at a 
Finance Forum sponsored by Bishop 
Trust Company Ltd. of Honolulu. At the 
editor’s request I reported* that jour- 
ney: “The Aloha Approach to Estate 
Planning.” I explained the title by ob- 
serving that whatever was done in the 
Territory of Hawaii, whether estate 
planning or anything else, was done with 
the aloha spirit — with warm and 
friendly love. In the Fiftieth State it is, 
and I am sure it always will be, the 
same. So, in response to the editor’s re- 
quest for a report on my second journey 
to the Islands 1 use the same title — add- 
ing Nui (big) and Loa (long). 

















This time the occasion was a Women’s 
Finance Forum sponsored by The Lib- 
erty House and Bishop Trust Co. — a 
combination that would be worth noting 
even if it took place in a drab part of 
the mainland rather than in the paradise 
of the Pacific. The Liberty House is the 
largest department store chain in the Is- 
lands, and is the retail division of Amer- 
ican Factors, one of the Islands’ so- 
called Big Five sugar agencies. 
















Department Stores — 
of Merchandise and Finance 







It is not as incongruous as it may 
seem to have a department store join 
with a trust company in presenting a 
financial forum for women — and this 
is particularly so in respect of Bishop 
Trust. The services of Bishop Trust go 
far beyond the usual functions of the 
trust department of a mainland bank. It 
has a very active real estate department 
which does everything that is done by a 
















firm of realtors — attending to sales of 
land and buildings, leasing and manag- 
ing real estate. Bishop Trust also has two 






subsidiaries: Bishop Insurance Agency 
Ltd.. which sells and services all types 
of life and general insurance; and Bis- 
hop ~ecurities Ltd., which acts as broker 
in «il listed mainland and Hawaiian 
sto.:s and bonds, dealer in unlisted and 
Imeclive securities, and investment coun- 
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A Department Store Joins the Team 


JOSEPH TRACHTMAN 


York Legal Editor of Trusts AND Estates 


One of audiences addressed by Mr. Trachtman. 





sellor in respect of mutual funds and in- 
dividual portfolios. 

Thus the trust company and the store 
can be said to be opposite numbers, 
each offering a variety of services — one 
the management of wealth of all kinds 
(before and after death) — the other 
offering merchandise of all kinds — both 
dealing only in quality services and 
goods — each a kamaaine (old timer) 
— each having a vital interest in the 
economic growth of the Islands. 


Arrangements 


To make this joint venture a smooth 
production required not only much vis- 
ion but much planning, teamwork, and 
painstaking attention to detail. The main 
burden fell on Herbert R. Loomis, vice 
president of Bishop Trust and head of 
its Business Development Department, 
who had the full co-operation of Presi- 
dent Jerry Fisher, vice president Ed 
Brenner (head of the trust department) 
and senior vice president Tom Single- 
hurst. Herb Loomis is ably assisted in 
the estate planning field by Conrad Aka- 
mine and Nat F. Richardson, who is a 
member of the bar, and Hideo Ouchi. 

The Bishop Trust has been sponsoring 
Forums since 1950. They have been out- 
standing community events, and observ- 
ing what was accomplished by the latest, 
one finds it easy to see why it enjoys 
such good public relations. Week after 
week, the local newspapers ran full news 
stories of the forum, with pictures. 








The Liberty House people had no pre- 
vious experience with ventures in the 
world of finance and trusts and estates 
— but they learned fast. Much credit 
for the success of the forum belongs to 
Arthur Jones, general manager of The 
Liberty House; Mrs. Vivian Case, pub- 
licity director; J. H. Tunell, manager of 
the Waialae store; and Mrs. Virginia 
Dicks, divisional merchandise manager. 


The forum was held in the auditorium 
of The Liberty House branch in the 
Waialae Shopping Center, not far from 
Diamond Head. Everything about the 
place was shining, spanking new. Soft 
Hawaiian music, played by a quartet of 
lady musicians, preceded each talk. A 
speaker could not ask for a more relax- 
ing and pleasant atmosphere. 


Five sessions, from 10:00 to 11:30 on 
Tuesday mornings, for about 500 wo- 
men at each session, were planned — 
and the women of Honolulu were invited 
by newspaper advertisements to write 
for tickets. The preliminary publicity 
produced so great a demand that repeat 
sessions were scheduled for an addition- 
al 500 women. Thus a thousand women 
quit their household, familial and social 
activities to give finance a whirl for a 
couple of hours, once a week for five 
weeks, on twin dates: April 12-13, April 
21-22, April 28-29, May 5-6, and May 
12-13. ; 

Each time they went to the forum 
they walked through a store which most 
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of them had not visited before. Each 
time they were good listeners, took all 
the trust company literature that was 
distributed, and handed up lively ques- 
tions for the speaker. Each week they 
read in the local newspapers about an 
event in which they had participated. 
Some kind of public-relations award 
should go to The Liberty House and 
Bishop Trust Company Limited for this 
akamai (canny) and beautifully exe- 
cuted joint-venture. 


Program 


At the first session, the Territory’s 
First Lady, the wife of Governor William 
F. Quinn, was the honorary introductory 
speaker. Dr. Thomas K. Hitch, one of 
Hawaii’s leading economists, spoke on: 
“Dollar Signs in Hawaii and the Na- 
tion.” He described the fast-moving eco- 
nomic developments of the last 20 years, 
particularly in the Islands, and what 
may be expected in the jet-age. He deft- 
ly handled the usual questions from the 
floor about what could be done to curb, 
and exist under, inflation — and whether 
recessions are to plague us again, 

At the second session, during which 
J. J. Jepson of Bishop Trust was moder- 
ator, George H. Kellerman, president of 
Bishop Securities, Ltd., spoke on: “In- 
vestment Facts of Life.” This was more 
than just explaining the difference be- 
tween a bond and a stock — it was a 
masterful presentation of the factors to 
be kept in mind in making investments 
and reinvestments, at once useful to the 
initiated and the uninitiated. 

At the third session, Eugene Durand 
of Bishop Securities Ltd. spoke on: “The 
Investor’s Department Store.” In a neat, 
common-sense, practical way he de- 
scribed the differences between having a 
personal portfolio or mutual fund shares, 
what were the advantages of mutual 
funds, what things concerning manage- 
ment and cost of management should be 
investigated — and stressed that mutual 
funds should be acquired for retention 
over a relatively long period. 


At the fourth session, the moderator 
was C. J. DeVault, vice president and 
head of the Real Estate Division of 
Bishop Trust. The speakers were B. T. 
Okazaki, president of the Honolulu 
Realty Board, and T. R. James, sales 
manager of Bishop Trust’s real estate 
division. Their topic was “Real Prop- 
erty — New Look in Hawaii.” “Buzzy” 
Okazaki described, with examples, the 
dramatic appreciation in land values 
over the past 20 years, and the factors 
that are likely to affect development and 
redevelopment of land. Mr. James de- 
scribed the functions of the trust com- 
pany when it acts as realtor — in sell- 
ing, buying, building, leasing and man- 
aging real estate. 

At the fifth session, presided over by 
Conrad Akamine, I spoke on: “Let’s 
Plan the Family Estate.” I stressed the 
folly of “do-it-yourself,” the need for 
competent local legal advice and the im- 
portance of having capable and experi- 
enced fiduciaries to carry out plans. 
Among other things, I warned against 
blind reliance on joint and survivor 
ownership. Some of the questions 
showed the usual incredulity that such 
ownership might complicate rather than 
simplify, and cause rather than obviate 
pilikia nui (much trouble). As was done 
on my last visit, | received the tradi- 
tional lei in the traditional way, with 
the honors being performed by the Prin- 
cess Niihau attired in her holoku and by 
Mrs. Marty Morris, attired in office 
clothes. 


Professional Audiences 


Bert T. Kobayashi, president of the 
Bar Association of Hawaii and Dick Yin 
Wong, chairman of its Continuing Legal 
Education Committee, had arranged an 
excellent program for an Estate Plan- 
ning Seminar in the Hawaiian Village 
Longhouse for Friday afternoon (May 
15) and Saturday morning (May 16). 
Ralph T. Yamaguchi, who was president 
of the Bar Association last year and now 
is president of the Hawaii Estate Plan- 








Mr. Trachtman is flanked by Herbert Loomis 
Bishop Trust Company. 
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(left) and Conrad Akamine, of The 





Mr. Trachtman with the children of Bishop 

Trust Company’s Conrad Akamine and 

Herbert Loomis, with famed Diamond Heai 
in background. 





ning Council, asked me to speak at 3 
meeting of the Council. To avoid having 
me speak twice, the Bar Association in- 
vited the members of the Council to at- 
tend the Bar Association’s Seminar. On 
Friday afternoon a typical planning sit 
uation was presented by Charles Greg. 
ory, who served as moderator, with other 
lawyers and their topics: 

Laying the Foundation of the Plan: 
Frank Padgett. 

Use of Marital Deduction: Baird Kid. 
well. 

Use of Buy & Sell Agreement: William 
Saunders. 

Inter Vivos Gifts, including Gifts tv 
Minors: Frederick Schutte. 

Use of Other Tax-Saving Techniques: 
Dick Yin Wong. 

On Saturday morning I spoke on 
“Current Problems in Estate Planning: 
Some Dreamy Notions and Hard Facts.’ 


Personal Equation 


From Oahu I went to the Big Island o! 
Hawaii and in Hilo it was pleasant 
once more to listen to the Scotch accents 
of John and Jenny Dykes (he’s treas 
urer and manager of The First Trust 
Company of Hilo) and the other Scots 
on the Scotch Coast of Hawaii. I had a 
grand time in Hilo — even though | 
spoke thrice in one day (May 18th) al 
a luncheon meeting of Rotary Club of 
South Hilo, at an afternoon forum sponr- 
sored by the trust company and at 4 
dinner meeting of the Hawaii Island 
Estate Planning Council. 

There is no real need for me to de: 
scribe the things I saw on the islands of 
Oahu, Hawaii, Maui and Kauai. !t is 
all there, as advertised in the tourist 
folders. But unlike most tourists, | am 
fortunate because there are so many it 
the Islands to whom I can say Aloha 
nui loa. 
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PENNSYLVANIA TRUST SCHOOL 
COMPLETES FIRST TRIENNIUM 


HE THIRD ANNUAL SESSION OF THE 

Trust Training School of the Penn- 
sylvania Bankers Association, held at 
Bucknell University, Lewisburg, was at- 
tended by 196 bankers including 27 
women, They came from 41 counties of 
the State as well as from California, 
Connecticut, Indiana, lowa, Michigan, 
New York, Ohio and Virginia. The 
School operates on a three-year cycle 
of courses and 83 bankers have now 
completed that cycle. This year’s session 
(June 21-26) covered trust taxation and 
trust development. 


What really has given impetus to the 
effort to sell trust services is the increas- 
ing effect of taxes on large estates and 
the increasing complexity of tax ad- 
ministration, John W. Woerner, vice 
president of Girard Trust Corn Ex- 
change Bank and now chairman of the 
Pennsylvania Trust Division, told the 
students in orientation address. 
Whether or not your trust department 
keeps pace with the future growth of 
trust business will depend largely upon 
its facilities in the area of tax adminis- 
tration and estate planning.” 


his 


Death taxes in Pennsylvania collected 
for the fiscal period ending June 30, 
1958, rose to the staggering sum of 
$50,215,000, Wesley H. Quigley, as- 
sistant vice president, Fidelity-Phila- 
delphia Trust Co. stated. Pennsylvania 
had the first state inheritance tax law in 
the United States, dating from 1826. 

Both burdens and opportunities arise 
from the effects of the Federal income 
tax on estates, John E. Williams, vice 
president, Provident Tradesmens Bank 
& Trust Co., Phila., told the audience. 
On the opportunity side stands the fact 
that from numerous conferences the tax 
man becomes well known — and, it is 
hoped, appreciated — by the members 
of the conference group. “As specialists 
in fiduciary income tax applied to 
estates in process of administration,” he 
said, “our stock-in-trade includes: use 
of a fiscal year; use of fees and adminis- 
tration expenses for income tax; partial 
distributions of income or principal to 
equalize tax rates between the estate and 
its beneficiaries; the timing of these pay- 
ments for the right year; the timing of 
the termination of the estate; . .. and 
the use of higher alternate valuations 
for Federal estate tax where the elimina- 
tion of capital gains will save more in- 
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come tax than it loses in estate tax.” 

The working of the “five-year throw- 
back rule” was discussed by George W. 
Hornsby, vice president, Girard Trust 
Corn Exchange Bank, Phila. He ex- 
plained the conditions under which the 
rule applied and its effect upon the trust 
and the beneficiaries. 


Edward H. Winter, tax officer, Peoples 
First National Bank & Trust Co., Pitis- 
burgh, discussed the history of gift tax 
legislation, the matter of credits, buy 
and sell agreements and the valuation of 
closely held corporations. 


The key to trust development is estate 
planning and the heart of estate planning 
is the marital deduction, H. Woodward 
McDowell, vice president and trust off- 
cer, Central-Penn National Bank, Phila., 
stated in his talk. Tax saving features 
of the marital deduction should not be 
used, he warned, to thwart the wishes 
of the testator where other considera- 
tions outweigh the savings. 


The trust department which fails to 
go beyond its internal sources for trust 
business is courting stagnation, asserted 
Norman E. Walz, assistant vice presi- 
dent, Provident Tradesmen’s Bank & 
Trust Co. Solicitation of people other 
than customers is the most effective way 
of developing sound public relations for 
the bank. Prospects need not be indi- 
viduals of tremendous wealth. It is 
equally important to have trust cus- 
tomers who represent centers of influ- 
ence in other phases of community life. 


New business must be wooed and won 
by advertising, E. Donald Stuck, trust 
officer, Jenkintown Bank & Trust Co., 
noted in his address. Advertising doesn’t 
close the sale — a representative of the 
trust department will have to do that — 
but “if it gets the prospect into the bank, 
it’s awfully good advertising.” Since the 
trust market is a selective one, direct 
mail is the best medium. 


In developing a good mailing list, 
Mr. Stuck remarked, begin by asking 
each director to give the names and ad- 
dresses of people he believes to have 
$100,000 or more, and who are over 60 
years of age. Obtain a similar list from 
each officer. Include customers with the 
largest savings and checking accounts 
and the holders of the larger safe deposit 
boxes. Then check the list with the presi- 
dent or the oldest officer. Go after the 
big ones first. “It requires no more 


effort to obtain a $200,000 will than a 
$25,000 one.” 

A “cold call” might very well take 8 
to 10 contacts before getting the busi- 
ness... but when Mr. Stuck calls on a 
man who has been receiving the litera- 
ture, he can sign him up in 3 to 5 
contacts. 

A bank should be willing to invest 
enough capital to obtain a carefully 
trained solicitor, Mr. Stuck said. His 
efforts will eventually build the trust de- 
partment and in a few years should 
produce around ten million dollars an- 
nually in new wills. He will procure 
enough current business in a short time 
to pay his salary. 

The importance of getting the facts 
about beneficiaries, assets, and estimated 
family needs in estate planning was 
brought out by Frederick G. Rogers, 
vice president, Fidelity-Philadelphia 
Trust Co. He also spoke on the ad- 
vantages and dangers of jointly owned 
property. 

Presentation to the customer of an 
estate plan often can be an oral outlin- 
ing of recommendations with the attor- 
ney taking notes for putting the plan in 
proper legal form, according to Robert 
E. MacDougall, vice president, Girard 
Trust Corn Exchange Bank. A more 
complicated situation, however, may re- 
quire consultation between attorney and 
estate planner for eventual presentation 
to the customer. A more elaborate pres- 
entation would include facts about the 
customer’s family, estate objectives and 
assets, suggested changes in the owner’s 
present plan and finally the recom- 
mendation of a plan to accomplish the 
customer’s stated objectives. 


The method of combining life insur- 
ance proceeds with the other assets of 
an estate was discussed by William H. 
Latimer, Jr., assistant vice president, 
Mellon National Bank & Trust Co., Pitts- 
burgh. Life insurance has not commonly 
been made payable to the estate except 
in situations of extreme non-liquidity, 
he pointed out, because of the impact of 
administration expenses and taxes on 
proceeds so paid. The usual arrangement 
has been a revocable life insurance trust 
agreement and a “pour-over” of other 
assets under terms of the will. 


A large percentage of life insurance 
trusts are terminated before they ever 
become active. Yet they must be ac- 
cepted and recorded like any other, Mr. 
Latimer observed. On the other hand, 
the legal possibility of accomplishing 
the above objectives for the estate owner 
and of keeping the proceeds from the 
claims of decedent’s creditors is real. 
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ON THE PUBLICITY FRONT 


Newspaper Advertising 


“If you are your own boss...” says 
an ad from Worcester (Mass.) County 
National Bank, with illustration of a 
store owner at work, you may be eligible 
for tax favored retirement planning un- 
der the Simpson-Keogh Bill. The ad ex- 
plains the status of the bill and offers a 
booklet about the proposed new law. 

“and it will all be taken care of,” 
says the trust officer in an ad from 
Peoples First National Bank & Trust 
Co., Pittsburgh. He is talking to the 
family of a man who had chosen the 
bank as executor of his estate and to 
“help the family manage the inherited 
estate to best advantage.” “Service like 
this is not just for the wealthy or the 
well-to-do” the bank observes, but “to- 
day more and more people of average 
income” are relying on this kind of 
professional assistance. 


“Golfers and Wills need follow- 
through” observes an ad of Trust Com- 
pany of Georgia, Atlanta. Will review is 


Golfers and Wills 
need 
follow-through 





stressed and the services of the trust 
company offered to assist “you and 
your lawyer” on the financial side and 
see that the will “gets the conscientious 
follow-through it deserves.” 


Forums 


An audience of 500 attended the June 
26 forum sponsored by Deposit Guaranty 
Bank & Trust Co., Jackson, Miss., to 
present two subjects: Estate Planning 
and the Simpson-Keogh Self-Employed 
Retirement Act. Joseph Trachtman, well 
known attorney and lecturer, and New 
York legal editor for Trusts AnD Es- 
TATES, spoke on both subjects and con- 
ducted a question-and-answer period. In 
addition to the keen interest of the farm- 
ers, architects, professional men and 
other “self-employed” persons who were 
present, the bank received replies from 
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many who were invited but could not 
come, expressing definite interest and a 
desire to be kept on the mailing list. 


Some 250 women attended the first 
Women’s Conference sponsored jointly 
by Suburban Trust Co., Hyattsville, and 
the University of Maryland. There were 
talks on money, banking, and economics, 
all directed to the interests of a feminine 
audience, and the subject of “Wills, 
Estates, Taxes and Trusts” was pre- 
sented by Fred W. Ohmes, then vice 
president of First National City Trust 
Co., New York. 


A Family Finance Forum was this 
years follow-up to previous separate 
forums for men and for women spon- 
sored by St. Joseph Valley Bank, Elk- 
hart, Ind. Speakers were chosen with 
the mixed audience in mind the subjects 
included economics, investments, bank 
services and “Wills, Trusts and Estates.” 
The last topic was presented April 14 
by Earl G. Schwalm, president of Lin- 
coln National Bank & Trust Co., Fort 
Wayne. 


Booklets 


An excellent booklet on the “Double 
Succession Tax”—combined Dominion 
and Provincial duties imposed on the 
transfer of estates—has been issued in 
French by Trust General du Canada, 
Montreal. It discusses the terms of both 
Dominion and Quebec law pertaining to 
estate taxation, allowed credits, valua- 
tion of assets, and the significance of 
their actual location at the time of death, 
as well as certain permissible exceptions. 
The booklet points out that it is becom- 
ing more and more advantageous to de- 
velop one’s own particular field, and 
let others concentrate on conveying to 
descendants what one has accumulated 
for them. Without denying to the State 
the succession duties that are part of its 
revenues, it is worth while to apply judg- 
ment and ingenuity within the scope of 
the law to prevent ruination of a patri- 
mony. 


“Agency Services,’ a new booklet 
published by Chase Manhattan Bank, 
New York, describes the bank’s services 
for stock issues such as transfer agent, 
the collateral duties usually attendant 
upon that responsibility, and registrar, 
conversion agent, exchange agent and 
depositary. The reasons for these ser- 
vices and their advantages to the cus- 
tomer are detailed in each case. “More 
than a thousand of the Bank’s people 


devote all their time” to these services, 
The text is illuminated with line dray. 
ings in blue and gold. 


“Four Brothers and an Old Iron Safe” 
tells the story of 100 years of growth 
for Walker Bank & Trust Co., Salt Lake 
City. The Walker brothers who had 
crossed the plains and mountains fro 
St. Louis by wagon train, got their real 
start in business by purchasing large 
quantities of army supplies when Gen. 
eral Johnston received orders in 1859 to 
return to the east. The iron safe was a 
depository for gold dust, coin and other 
valuables of settlers of those days. The 
necessity for enlarging this part of the 
business brought about the opening of 
a banking department. The banking 
business was not completely severed 
from the store till 1901. Four years later 
it purchased the Salt Lake City branch 
of Wells Fargo & Co. Bank. The bank's 
name was changed in 1931 to its present 
title. Unfortunately the booklet does not 
describe the trust department’s growth. 


“A Primer upon the Prevention of 
Loss,” published by First National City 
Trust Co., New York, deals with preven- 
tion of the “needless tragedy that has 
come about as a result of the failure of 
the head of a family to make proper 
provisions for the distribution of prop- 
erty” that is “unfortunately a familiar 
story.” “Planning is essential to the 
prevention of ultimate loss” and _ this 
booklet aids the planner by discussing 
estates, sources of “qualified advice.” 
wills, attorneys and executors. A center 
chart details the duties assumed by the 
trust company as executor. One page is 
left for the reader’s personal notes as 10 
matters he may wish to discuss. 


First National Bank of Atlanta has 
published a brief and practical folder 
entitled “A Woman’s Security Requires 
Safeguards.” It deals primarily with the 
“safeguards” obtained when the bank is 
appointed executor and trustee, includ- 
ing the importance of maintaining ear- 
ing power during the period of estate 
settlement. It includes, however, agency 
and living trust services for “many 
women who have inherited investments 


outright.” it appeals directly to the “man 
who is responsible for the future welfare 
of a wife or daughter” and the “woman 


unduly burdened by investment supe! 
vision or property management. 

The trust department is represen‘ed 
by a floor plan, photographs, and a de 
scription of services and conveniences 
in the leaflet “A New Look in Banking” 
that describes the new quarters of Third 


Naitonal Bank, Dayton, Ohio. 
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CURRENT LITERATURE 


By NoraH K. DONOVAN 
Member of the New York Bar 











Books 


1959 Taxation and Estate Planning 
Symposium 
The 


Fourth Ave., 
$3.20). 


Consolidated Reporting Company, 303 
New York City 10 (131 pp.; 


Among the topics covered in this col- 
lection of sixteen articles and addresses 
are: “The Estate Planning Team—lIts 
Duties and Functions,” from an address 
by Reese H. Harris, Jr.; “The Uses of 
Life Insurance in Estate Planning,” by 
Charles R. Evans; “The Role of the Ac- 
countant on the Estate Planning Team” 
by Walter R. Flack; “Gift Tax Traps in 


|Trusts for Children,’ by Austin Flem- 


ing; “Joint Bank Accounts—Their Use 
and Abuse” by John F. Connolly. 

Many of the articles have been re- 
printed from other publications, and 


others are based upon addresses before 


estate planning councils and trust con- 
ferences. 


Vantage Stocks 


R. H. WEBER & THOMAS B. MEEK. Busi- 
ness Reports, Inc., Larchmont, N. Y.; pp. 168, 
$3.95. 

The authors’ aim is to offer practical 
assistance to the individual seeking to 
establish a long-term investment pro- 
gram which will benefit through eco- 
nomic growth and at the same time pro- 
duce a reasonable dividend return which 
will outstrip the cost of living. Tests for 
selecting and setting up a portfolio, as 
well as keeping holdings current, are 
presented, togethér with charts, tables 
and statistical data. The point is aptly 
stressed that the approach is toward a 
philosophy of long-term investing geared 
to individual needs and here, as always, 
the test lies in the success or failure of 
the media selected. There is much solid 
Sense and good advice for the serious 
novice, as distinguished from the usual 
accent upon making a “killing.”—T.F. 


Your Investments 


LEO PARNES. American Research Council, 

Larchmont, N. Y.; pp. 176, $3.00. 

The revised 1959 edition of Dr. Barnes’ 
alinual guide to selection of stocks and 
bonds covers the usual areas of favorites 
of various types of institutional in- 
vestors, as well as listing companies 
which fall into specialized niches, 
Wether of growth, good dividend return 
or longevity thereof, and also special 
situations. It is a useful guide to those 
Who enjoy working out their own in- 
vestment problems and programs.—T.F. 
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ARTICLES 


Taxes and Other Considerations in 

Making Gifts to Minors 

DANIEL S. MORRISON. American Bar Asso- 

ciation Journal, July, 1959 (1155 E. 60 St., 

Chicago 37; 75c). 

The major portion of this article ex- 
amines the tax consequences of gifts to 
minors under the custodian statutes en- 
acted in all of the states during the last 
four years. The author concedes that the 
statutes have the advantage of simplify- 
ing such gifts, and perhaps saving the 
expense of guardianships or trusteeships, 
but he points out that in many states 
no provision is made for successor cus- 
todian, so that the property would then 
be required to be held by a guardian 
pending minority; also that the acts are 
inflexible and not suited to various situa- 
tions. Insofar as taxes are concerned, the 
author favors a trust, stating that it can 
secure more tax advantages than a custo- 
dian gift. In short, the argument here is 
that the acts set up a deceptively simple 
method of making gifts, the legal conse- 
quences of which are obscure and com- 
plex. 


Distributive Rights of Foreign Bene- 
ficiaries as Affected by State Action 
RALPH S. SNYDER and IRVIN STANDER. 
Dickinson Law Review, June, 1959 (Carlisle, 
Pa.; $2). 

This dissertation embraces sociological 
and political as well as legal concepts of 
state rules preventing the transfer of 
distributive shares of decedents’ estates 
to aliens behind the “Iron Curtain.” 


New Tax Deferrals Can Solve Estate 
Problems for Closely Held Busi- 
nesses 
RICHARD H. KALISH. Journal of Taxation, 
July, 1959 (147 E. 50th St., New York City 
22; $1.50). 

Estate planning for the owners of a 
closely held business revolves around the 
central problem of reducing the estate 
tax and finding the funds to pay the ir- 
reducible remainder. The privilege of 
paying the estate tax in installments 
over ten years, added to the Code in 
1958, is advanced as the solution for 
many small businesses. Mr. Kalish points 
out the advantages of the new law, with 
reference to the reauirements for section 
303 redemptions to pay tax, and also the 
need for lifetime planning. 


Powers of Appointment 


GEORGE CRAVEN. The Practical Lawyer, 
May, 1959 (133 S. 36th St., Philadelphia 4; 
$2). 


Six points are set forth as being im- 
portant in drafting instruments creating 
powers of appointment, especially where 
tax considerations are controlling. These 
include situations involving wills and 
other instruments drawn prior to and 





after the 1942 legislation affecting pow- 
ers of appointment. The article contains 
a discussion of the law governing the 
exercise of a power, the purposes for 
which powers are used, and the effect 
of the 1942 and 1951 enactments affect- 
ing these matters. 


Drafting Survivorship Clauses 


OLIN L. BROWDER, Jr. The Practical Law- 

yer, May, 1959 (133 S. 36th St., Philadelphia 

4; $2). 

The Anglo-American legal system pro- 
vides opportunities for extraordinarily 
diverse and complex patterns of estate 
disposition. Since the donor or testator 
will rarely think of all the contingencies 
implicit in his scheme, it is up to the 
draftsman to avoid gaps in the trans- 
mission of property. Problems in plan- 
ning for all kinds of contingencies are 
outlined here, with suggested dispositive 
clauses and plans. 


New Basis for Property Acquired by 
Gift 


REINHOLD GROH. Taxes, June, 1959 (4025 
W. Peterson Ave., Chicago 46; $.75). 


This brief, note discusses the recent 
amendment to section 1015 of the Code, 
whereby the gift tax paid by a donor 
may be taken into account in determin- 
ing the basis of the gift in the hands 
of the donee. 


The Marital Deduction in Federal 
Estate Tax: The Terminable Inter- 
est Rule 


Pennsylvania Law Review, June, 
Chestnut St., Philadelphia 4; $2). 


1959 (3400 


Underlying the marital deduction pro- 
visions of the Internal Revenue Code are 
the two basic premises that equality of 
estate taxation should not depend upon 
the residence of the decedent, and that 
property which is not taxed in the es- 
tate of the first spouse to die should be 
taxed in the estate of the survivor. To 
realize these premises the concept of 
terminable interest was introduced to 
limit the kind of interests in property 
which could qualify for the marital de- 
duction. A terminable interest is defined 
in the Code as an interest in property 
passing to the surviving spouse which 
“on the lapse of time, on the occurrence 
of an event, or on the failure of an 
event or contingency to occur ... will 
terminate or fail,” if it will terminate 
for less than an adequate consideration 
and if a person other than the surviving 
spouse may possess or enjoy any part 
of the property. 

On the foregoing aspect of the marital 
deduction, this note considers the opera- 
tion of the terminable interest rule and 
the exceptions thereto. It is postulated 
that husband and wife might be treated 
as a taxable entity, if full benefits of the 
marital deduction are to be realized. 
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Fiduciaries Elect 


Fiduciaries Section, District of Colum- 
bia Bankers Association: 

Chairman: James E. Connor, trust offi- 
cer, American Security & Trust Co. 


Trust Committee, Nevada Bankers As- 
sociation: 

Chairman: George W. Belcher, vice 
president and trust officer, Security Na- 
tional Bank, Reno 


Trust Committee, Ohio Bankers Asso- 
ciation: 

Chairman: A. G. Young, vice presi- 
dent and trust officer, Mahoning Na- 
tional Bank, Youngstown 


Corporate Fiduciaries Association of 
Philadelphia: 
President: John W. Woerner, vice 


president, Gierard Trust Corn Exchange 
Bank 


Vice Pres.: H. Woodward McDowell, 
vice president, Central-Penn National 
Bank 


Sec.-Treas.: John W. Thorn, vice 
president, First Pennsylvania Banking & 
Trust Co. 


Corporate Fiduciary Association of Hous- 
ton: 


President: Samuel C. Bonnette, vice 
president and trust officer 

Vice Pres.: E. C. Edens, Jr., vice 
president and trust officer, Bank of the 
Southwest 

Sec.-Treas.: Abner L. Lewis, Jr., trust 
officer, National Bank of Commerce 


Trust Division, Vermont Bankers Asso- 
ciation: 


Chairman: Burton W. Potter, as- 
sistant vice president and assistant trust 
officer, Vermont Bank & Trust Co., Ben- 
nington 

V-Chm.: E. Grafton Carlisle, Jr., trust 
officer, Howard National Bank & Trust 
Co., Burlington 

Sec.-Treas.: Mrs. Madelyn S. David- 
son, secretary, Montpelier National Bank 


LEGISLATION AFFECTING TRUSTS AND ESTATES 
(Fifth 1959 Report) 


FLORIDA 


S.B. 283: Amends Secs. 733.43, 733.44, 
733.46, 733.47 and 733.49, to provide that 
personal representatives shall not file ac- 
counts and vouchers with accountings, 
but that such are to be preserved and be 
available at trial of objections to ac- 
countings. 

S.B. 316: Amends Sec. 689.07, which 
provides that addition of word “trustee” 
or “as trustee” to name of grantee of 
real estate will, under certain conditions, 
grant him fee simple estate with power 
of conveyance, to include power to en- 
cumber property. Adds provisions crea- 
ting similar effect and power when said 
words are added to name of transferee, 
mortgagee or assignee. Precludes claim 
by beneficiaries to property interest ob- 
tained by another from trustee prior to 
recordation of instrument. Includes in 
above cases tangible personal property 
that is sold, transferred or mortgaged in 
same transaction. 

H.B. 962: Adds Sec. 735.051 to provide 
that petition unnecessary may be filed 
and order entered thereon at any state 
of administration. 

H.B. 1218: Amends Sec. 737.12 to 
authorize courts to appoint auditors to 
audit accounts of trustees. 

H.B. 1330: Amends Sec. 222.13 to 
provide for distribution of life insurance 
proceeds outside estate through personal 
representatives not subject to creditors’ 
claims except when there is no surviving 
child or spouse. 


KANSAS 


G.S. 59-1813 is amended to raise from 
$500 to $1,000 amount which court may 
place on deposit in savings account for 
ward without appointment of guardian. 


NEW HAMPSHIRE 


S.B. 44: Amends Sec. 552 to require 
executor or proponent of will to file with 
petition names and addresses of surviv- 
ing spouse and known heirs at law, and 
to give notice to same of probate of 
will. 
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H.B. 307: Adopts Uniform Esta 
Tax Apportionment Act. 


PENNSYLVANIA 


Act 93: Amends Fiduciaries Investmey; 
Act of 1949 to add as permissible jp. 
vestments obligations of Central Bank 
for Cooperatives and consolidated obj. 
gations of Central Bank for Cooperatives 
and regional Banks for Cooperatives js. 
sued pursuant to Farm Credit Act of 
1933. 


RHODE ISLAND 


Ch. 85: Adopts Uniform Act for Sin. 
plification of Fiduciary Security Trans. 
fers. 

Ch. 88: Amends Sec. 33-16-23 relating 
to purchase of real estate by guardian 
of veteran. 

Ch. 107: Amends Sec. 33-9-22 relating 
to validity of acts of executor or ad- 
ministrator subsequently removed. 

Ch. 115: Amends Sec. 33-13-9 relating 
to action for recovery of legacy. 


TEXAS 


S.B. 140: 
Probate Code to provide that when real 
estate belonging to decedent’s or ward's 
estate is sold partly on credit, cash pay- 
ment shall be not less than one-fifth of 
purchase price and purchaser shall e- 
ecute note for the deferred payments, 
payable in monthly, quarterly, seni- 
annual or annual installments of such 
amounts as appear to Court to be for 
best interest of estate, to bear interest 
at not less than 4% per annum. 

H.B. 717: Amends Sec. 72 of Probate 
Code to provide for administration of 
estates of persons whose deaths shall 
be proved by circumstantial evidence 
satisfactory to Court, but concerning 
whose death there is no direct evidence, 
and further providing for distribution of 
estates of such persons three years after 
granting of letters testamentary or of 
administration and providing for limita- 
tion of liability of representatives of 
such estate, sureties and others who deal 
with representative acting under orders 
of the Court; provides further for res 
toration of remaining estate of such pel- 
son, if proved to be living, and for res 
toration of proceeds of sales of property 
sold to bona fide purchasers for value. 


WISCONSIN 


Ch. 43: Adopts Uniform Act for Sim 
plification of Fiduciary Security Tran 
fers. 

Ch, 132: Relates to guardian ad litem 
in certain cases. 

Ch. 133: Relates to pleadings when 
claims against decedents are contested. 

Ch. 141: Relates to proxy voting of 
corporate stock by fiduciaries. 
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Tax Commissioners Consider 
Credit and Other Current 
Questions* 


The first topic “Gift Taxation and Its 
Relationship to Inheritance Taxation” 
was discussed by John J. Ferder, Super- 
visor, Inheritance and Gift Tax Divi- 
sion, Office of State Treasurer, Oregon. 
The administrative problems inherent in 
this field were explored. It was the con- 
sensus of those participating that a gift 
tax is a necessary adjunct to an inheri- 
lance or estate tax law and that rates 
and exemptions should be the same as 
those applicable for the respective death 
duty. 

The next topic presented concerned 
“Estate Tax v. Inheritance Tax—The 
Proposed Virginia Estate Tax,” by Wil- 


liam H. Sager, Director, Division of In- 


heritance and Gift Taxes, Department of 
Taxation, Virginia. The ultimate recom- 
mendations of a committee studying the 
Virginia Inheritance Tax Law were that 


Ban estate tax should be substituted for 


the inheritance tax law to incorporate 
many of the principles and much of the 
language of the federal estate tax law. 
It was considered the basic conformity 
of the two laws and their judicial and 
administrative construction would be 
beneficial as there would be one set of 
rules for all estates. During the general 
discussion, however, opinions were ex- 
pressed that, perhaps, this change would 
not be as beneficial as anticipated be- 
cause of the long established operation 
of the Virginia Inheritance Tax Law 
and the fact that the federal provisions 
were more detailed and complex. 


A paper was presented for distribu- 
tion by Grenville Beardsley, Attorney 
General of Illinois, and Harry A. Ash, 
Chief of the Inheritance Tax Division, 
Department of Revenue, on “Inheritance 
Taxation of Annuities in Illinois.” 


Mortimer M. Kassell, Deputy Com- 
missioner and Counsel, Department of 
Taxation and Finance, New York, pre- 
sented a discussion on “Twenty Years— 
Reminiscences of an Inheritance Tax 
Attorney.” He cited the advantages 
gained in association by the states 
through the NATA in the area of double 
taxation of intangibles and in disputed 
di miciliary questions. He also discussed 
the merits of an estate as opposed to in- 
h ritance tax law and urged any state to 
give careful consideration to changing 


Summary of proceedings of Inheritance, Estate 
and Gift Tax Section at National Association of 
Tax Administrators 27th Annual Meeting, July 8- 
11. 1959 at Buffalo, N. Y. Prepared by Russell M. 
Mack, Chief, Division of Inheritance Tax, Ohio De- 
partment of Taxation. 
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from an inheritance to an estate tax 
law, particularly, one modeled after the 
federal estate tax law because of its 
complex provisions. He indicated exper- 
ience was that the state was usually a 
year or two behind in legislation and 
court decisions with respect to con- 
formity with the federal law and inter- 
pretations. He also indicated it pro- 
duced a loss in revenue because of the 
marital deduction feature. 


Revision of Federal Credit 


The final topic involved the “Fede- 
ral Estate Tax Credit—Estimating Ef- 
fects of Revision on State Revenues,” 
presented by Alfred G. Buehler, Chair- 
man, Committee on Intergovernmental 
Fiscal Relations, National Tax Associa- 
tion; William H. Sager, Director, Divi- 
sion of Inheritance and Gift Taxes, De- 
partment of Taxation, Virginia; Doug- 
las H. Eldridge, Chief Tax Analysis 
Staff, United States Treasury, and Lazlo 
L. Ecker-Racz, Tax Analysis Section, 
United States Treasury. The present 
status of the study be’ng conducted bv 
that committee was explained and the 
need for statistics from as many states 
as possible was stressed so it can be 
established what the exact revenue con- 
sequences will be to the states and fed- 
eral government with respect to any 
changes made in the federal credit pro- 
visions. 

Three possible alternatives are under 
consideration. One is to have the credit 
tied to the 1926 rate and exemption 
structure and raise the credit to 100% 
or more. The second would be to supple- 
ment the present credit with a second 
credit geared to current net federal es- 
tate tax liability. The third would be to 
scrap the present credit and base it on 
one geared to current estate tax liability. 
It was indicated the committee would 
welcome suggestions regarding other ap- 
proaches to the problem. A discussion 


was had concerning the merits of in- 
creasing the present federal exemption. 
The states would then have sole jurisdic- 
tion to impose tax on those below the 
specified level. The federal government 
would impose tax on those above the 
level and still return a credit on those 
within its jurisdiction. 

It is deemed absolutely essential that 
the states cooperate to furnish the de- 
sired information as there is no source 
from which it could be obtained other- 
wise, in view of the variety of state rates, 
exclusions and deductions. Virginia 
has been used as a pilot model and the 
approach taken there will be used as a 
basis in the other states. All states will 
be furnished information on which to 
predicate their analysis. Those present 
indicated their willingness to cooperate 
and the necessary information and re- 
quests will be forward to all states both 
through the NATA committee and other 
sources. 

Guy J. Rizzoto, Director of Inheri- 
tance Tax, Department of Corporations 
and Taxation of Massachusetts, was 
elected chairman for the 1960 meeting 
with the writer, who was chairman for 
the current meeting, to serve as vice- 
chairman. 

A f° Sh 


FEDERAL ESTATE TAX BILLS PASSED 


Deduction for federal estate tax pur- 
poses is now allowed for foreign death 
taxes paid on certain transfers to chari- 
ties, by virtue of H.R. 137 awaiting the 
President’s signature. Effective date of 
this change in Code Section 2053(d) is 
July 1955, making refunds possible. 

Another measure up for Presidential 
approval is H.R. 1219 which amends 
Code Section 2038 to exclude from gross 
estate property as to which the settlor- 
decedent had a power to change bene- 
ficiaries, if he was mentally incompetent 
for at least three months prior to Decem- 
ber 31, 1947 and died so after August 
16, 1954, 
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Subsequent to the Maryland Govern- 
ors veto of legislation which would 
have curtailed the functions of trust in- 
stitutions (see p. 779), the Bar Associa- 
tion of Baltimore City and the local 
Corporate Fiduciaries Association en- 
tered into a supplemental agreement to 
the Declaration of Principles adopted 
by the two groups in 1931 and amended 
in 1947, The new agreement is quoted 
here: 


1. The parties hereto do hereby ratify 
and approve the Declaration of Princi- 
ples dated February 26, 1931, and the 
Agreement supplementing said Declara- 
tion of Principles dated April 1, 1947. 

2. A member of the party of the first 
part (hereinafter sometimes called “a 
corporate fiduciary”) may give informa- 
tion to customers and prospective cus- 
tomers on such matters as Federal and 
State tax laws, inter vivos and testa- 
mentary trusts, wills and other docu- 
ments and may review and discuss with 
customers or prospective customers ex- 
isting or contemplated wills, trust agree- 
ments and other documents, where it 
does not undertake to give legal advice 
to the customers or prospective custo- 
mers as to such wills, trust agreements 
or other documents and does not charge 
a fee. The corporate fiduciary shall, in 
any case, recommend that the customer 
or prospective customer consult his or 
her own personal attorney for legal ad- 
vice on his or her specific situation and 
for the preparation of such legal docu- 
ments as may be necessary. 

3. Whenever a corporate fiduciary is 
administering an estate under the super- 
vision of an Orphans’ Court or an Equity 
Court in the State of Maryland as ex- 
ecutor, administrator or trustee thereof, 
it will employ an attorney who shall be 
a person other than one of its own offi- 
cers or employees. Such attorney. shall 
perform all legal services for the estate 
and for the executor, administrator or 
trustee thereof; provided, however, that 
a corporate fiduciary may probate a will 
and prepare and file a petition for letters 
testamentary or of administration prior 
to the employment of counsel if no sub- 
stantial legal question is involved in 
connection therewith. Whenever a cor- 
porate fiduciary is administering a trust 
estate not being administered under the 
supervision of any court and seeks legal 
advice or assistance in connection with 
the administration of such trust, it shall 
employ an attorney who shall be a per- 
son other than one of its own officers 
or employees to give such legal advice 
and assistance. 

4. In the employment of an attorney 
under the provisions of Paragraph 3 
hereof to perform the legal services re- 
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quired by a corporate fiduciary, it shall, 
in the absence of compelling reasons to 
the contrary, endeavor to engage the 
attorney who drew the instrument or 
who represented the testator or donor, to 
perform such legal services. 

5. If a corporate fiduciary is re- 
quested by its customer or prospective 
customer to recommend an attorney, any 
attorney so recommended should be in 
a position to advise such client disinter- 
estedly and, when making any such 
recommendation, a corporate fiduciary 
shall submit, without recommending one 
above another, the names of several at- 
torneys in whom it has confidence, leav- 
ing the choice of the selection to the 
customer or prospective customer. 

6. In the course of administration of 
any estate or trust a corporate fiduciary 
shall not undertake to render any legal 
services; likewise it shall not appear in 
any court in the State of Maryland, nor 
before the State Tax Commission of 
Maryland, nor at any formal hearing 
before the Comptroller of the Treasury 
of the State of Maryland, nor before the 
Appellate Division of the Internal Rev- 
enue Service, nor shall it appear in any 
proceeding or conference before or with 
a judicial body or administrative body 
having quasi-judicial authority (other 
than a conference with a Field Agent of 
the Internal Revenue Service or auditing 
officer or court auditor) except through 
counsel employed pursuant to Paragraph 
3 hereof. In any other matter in which 
a corporate fiduciary shall seek legal 
advice and assistance in the course of 
administration of any estate or trust it 
shall employ an attorney who shall be a 
person other than one of its own officers 
or employees to give such legal advice 
and assistance. 


A A A 
LAW CLASS DIRECTORY 


First National Bank and Trust Co. of 
Tulsa has published its second annual 
yearbook of the 1959 graduating class of 
the University of Tulsa law school. The 
yearbook, carrying pictures, biographies 
and work experience of each graduate, 
is distributed to attorneys in the area, 
assisting them in screening applicants 
for positions. The bank inaugurated the 
yearbook as part of the program of co- 
operation between the trust department 
and members of the bar. 


Rise in Tax-Free Reality 


The steady increase of government] 
operations, on the community as well x 
the Federal and State levels, can infy. 
ence the method of taxation as well 4; 
the total amount of taxes sought. Recey 
figures on New York City real estat. 
made public by Saul Fromkes, presiden} 
of City Title Insurance Co., show tha} 
since the 1949-50 tax year 47.9% of the 
$8,321,000,000 increase in total realty 
was tax exempt. The increase in the ey. 
empt property assessments for 1958.59 
was more than double the advance of 
taxable assessments. 

Observing that the disparity is not 
unusual, Mr. Fromkes noted that in 1950. 
51 the rise in exempt property was $434 
million compared to a taxable gain of 
$284 million. Also in 1956-57 the jump 
in exempt property was $425 million 
against a rise in taxable realty of $353 
million. 

Ay A A 


@ The highest price ever paid at auction 
for a painting ($770,000) was brought 
by Ruben’s “Adoration of the Magi” at 
Sotheby’s gallery in London last month, 
Along with 17 others from the collection 
of the Duke of Westminster, who died 
in 1953, it was sold to raise money for 
inheritance taxes on his vast estate, 
which has already paid more than $20 
million to the tax collectors. Painted in 
1634 for a convent the masterpiece 
brought the artist an unusually high 
price: $4,000. 


A AA 


e The 12th annual Institute on Federal | 


Taxation will be held at the University 
of Southern California School of Law 
October 28, 29 and 30. The meetings is ex- 
pected to attract more than 500 tax at- 
torneys, accountants, and life insurance 
underwriters. 

Further information may be obtained 
from Director John W. Ervin at the 
School of Law, U.S.C., Los Angeles 7. 


A AA 


e The Tenth Annual Seminar in A¢- 
vanced Life Underwriting was held at 
the University of Wisconsin on August 
2-7. Theme was “The Businessman’s 
Estate-Planning for Life and Death.” 
George J. Laikin, T&E’s legal editor for 
Wisconsin, acted as moderator. 








Joe Thompson, vice presi- 
dent in trust department 
of Chase Manhattan Bank, 
holds certificate of ap- 
pointment naming the 
bank fiscal agent for the 
State of Washington by 
Gov. Rosellini (shaking 
hands). Also shown (1. 
to r.) Cliff Yelle, audi- 
tor; Tony Eyring, vice 
president in the bank’s 
western district, and Tom 
Martin, treasurer. 
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FEDERAL TAX NOTES 


SAMUEL J. FOOSANER 


Foosaner, Saiber & Schlesinger, Newark, New Jersey 


ESTATE TAX 


Life estate with power of appeintment 
qualifies for marital deduction. Under de- 
cedent’s will, surviving spouse received 
residue of estate “to be used, enjoyed 
and disposed of” as she should choose. 
She was given further right to designate 
beneficiary by her will of any portion of 
estate remaining at her death. Commis- 
sioner disallowed marital deduction for 
interest passing to wife. District Court 
sustained Commissioner, holding that life 
estate was terminable interest and did 
not qualify for marital deduction. 

HELD: For estate. Prior to considera- 
tion of case by appeals court, section 812 
(e) was retroactively amended by 1958 
Technical Amendments Act. Under 


amendment, transfers of life interests, 
having requisite power of appointment in 
life tenant, will not fail to qualify for 


marital deduction in case of decedents 
dying after April 1, 1948, and before 
August 17, 1954, merely because prop- 
erty is not placed in trust or because 
power of appointment does not extend to 
whole of property transferred. Since wi- 
dow received life estate, with power of 
disposition “in any way she may choose,” 
interest qualifies for marital deduction 
under 1958 Technical Amendments Act. 
M. B. Boyd, Exrx. v. Gray, D. C., W. D. 
Ky., June 16, 1959. 


One-half cash surrender value of in- 
surance purchased with community funds 
includible in estate. Policies on decedent’s 
husband were taken out during marriage, 
and all premiums had been paid from 
community funds. Upon decedent’s death, 
Commissioner included one-half of cash 
surrender value of policies in her estate. 

HELD: For Commissioner. Decedent 
had undivided one-half interest in cash 
Surrender value of insurance policies, 
Whieh had been purchased with commun- 
ity funds, Interest was vested at time of 
death and was transferred by reason of 
death. Thus, one-half of cash surrender 
value of policies is includible in dece- 
dent’s estate. R. A. Quigley, Exr. v. U. S., 
D.C. W. D. Wash., June 12, 1959. 


Insurance proceeds includible in estate 
Where corporate president retained right 
to change beneficiary. On application of 
President of company, insurance policy 
Was issued on his life, and company was 
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named beneficiary. Insured reserved right 
to change beneficiary, assign, surrender 
or cancel policy; to pledge policy for 
loan, and to withdraw cash surrender 
value. Corporation at all times retained 
possession of policy, paid premiums, car- 
ried policy as asset upon its books, and 
did not credit premium payments to de- 
cedent. Upon death of president on June 
29, 1954, Commissioner included proceeds 
in decedent’s taxable estate. 


HELD: For Commissioner. Right to 
change beneficiary either alone or in 
conjunction with company, constituted 
“incident of ownership” within purview 
of Section 811(g) (2) (B) of 1939 Code. 
Since decedent retained incidents of own- 
ership in policy, proceeds are includible 
in his estate. F. G. Hall, Exrx. v. 
Wheeler, D. C. Me., June 25, 1959. 


Estate tax paid on prior estate not de- 
ductible claim against decedent’s estate 
under 1939 Code. Assets of prior estate 
became part of decedent’s estate before 
estate taxes on first estate had been as- 
certained or paid. On federal estate tax 
return, executor claimed amount of es- 
tate tax on first estate as deduction in 
determining net estate. Commissioner de- 
nied deduction and District Court upheld 
his determination. 


HELD: District Court affirmed. Sec- 
tion 812(b) of 1939 Code provides for 
certain deductions allowable in determin- 
ing decedent’s net estate, specifically ex- 
cepting from such items any estate, 
legacy, or inheritance taxes. Statute is 
clear that federal estate taxes are not 
deductible even though they are obliga- 
tions of second decedent’s estate by rea- 
son of having taken under first dece- 
dent’s will. Provident Tr. Co., Exr. v. 
U. S., 8rd Cir., July 7, 1959. 


Payment for release of life estate does 
not qualify for marital deduction. Under 
property agreement entered into between 
decedent and his wife, each waived entire 
interest in property and estate of other, 
with exception that upon death of dece- 
dent, wife was to receive life estate in 
certain residential property. Decedent 
thereafter made gift of property to his 
sons, but reserved life estate therein to 
himself and his wife. After decedent’s 
death, remainder interest and life estate 


were sold. Widow executed release for 
her life estate, reciting that $10,000 sale 
price, together with certain annuity 
payments, represented full satisfaction 
of her rights under ante-nuptial agree- 
ment. Estate claimed marital deduction 
for $10,000 paid to widow. Commissioner 
denied deduction. 


HELD: For Commissioner. Life estate 
in property held by surviving spouse 
constituted terminable interest, since it 
would have terminated upon her death. 
Since amount received was nothing more 
than cash settlement for terminable in- 
terest, it failed to qualify for marital 
deduction. E. F. Chritton, et al. v. U. S., 
D. C. N. D. Ill., June 4, 1959. 


INCOME TAX 


Commissions received for renouncing 
executrixship held taxable. Decedent who 
“wanted to do something” for taxpayer, 
named her as co-executrix of her estate. 
She did this instead of making bequest 
to her under will, recognizing, neverthe- 
less, that executors’ fees would be tax- 
able. To expeditiously administer estate, 
attorney had taxpayer renounce as co- 
executor, but agreed to pay her one-third 
of commissions, Taxpayer was never ap- 
pointed executrix by Court, nor did she 
ever render any estate services, Tax- 
payer received $3,000 as her share of 
commissions. Commissioner determined 
amount to be taxable. 


HELD: For Commissioner, Amount re- 
ceived was not bequest under will nor 
was it gift. Agreement to pay taxpayer 
what she was otherwise entitled to as 
executrix in order to expedite estate ad- 
ministration represented consideration 
for renunciation. Amount received was, 
therefore, taxable. R. Kenny v. Comm., 
32 T.C. No. 68, June 18, 1959. 


Interest in annuity contracts subject 
to tax lien. Commissioner assessed defici- 
encies against taxpayer for back taxes. 
Taxpayer made only partial payments, 
and Government filed liens against her 
interest in certain annuity contracts, 
from which she was entitled to payments 
during her lifetime. 

HELD: For Commissioner. Since tax- 
payer had interest in contracts, such in- 
terest was subject to lien of Government. 
Lien was enforceable and must be satis- 
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fied out of payments as they become due. 
U.S. v. Burns, et al. D. C., N. D. Calif., 
Mar. 9, 1959. 


Beneficiary’s taxability on capital gains 
of trust. Taxpayer’s husband created 
trust for her and their two children’s 
benefit. He transferred certain shares of 
stock to it, and directed trustees to pay, 
from income and principal, $1,000 per 
month to taxpayer. Trustees had power 
to sell stock and had complete discretion 
as to apportionment between principal 
and income. For the years 1949-51, no 
distributions were made, since trust in- 
come from dividends and capital gains 
was insufficient to meet monthly require- 
ments. Trust paid tax on entire income 
for three years. Commissioner charged 
taxpayer with income of trust and pro- 
portionate share of capital gains. 

HELD: For Commissioner. Since tax- 
payer was entitled to $1,000 monthly, out 
of income and principal, and since in- 
come was less than this amount, she 
could have demanded distribution out of 
principal, including capital gains. She 
was, therefore, taxable on currently dis- 
tributable income plus her proportionate 
share of capital gains, whether trustee 
classified gains as income or added them 
to corpus. Est. of E. H. Wadewitz, et al. 
v. Comm., 32 T.C. No. 48, May 29, 1959. 


Dower interest exchanged for annuity 
taxable under annuity rules. Surviving 
spouse exchanged her dower interest in 
lands of her deceased husband for an- 
nuity in amount of $375, payable 
monthly for life. Commissioner taxed 
payments fully as ordinary income. 


HELD: For taxpayer. Amounts re- 
ceived by widow represented payments 
received from annuity. Tax is to be 
computed in accordance with principles 
set out for taxation of annuities. J. 
Rosen v. U. S., D. C. N. D. Ala., June 30. 


Contributions to non-exempt employ- 
ees’ trust not deductible where employ- 
ees’ rights are forfeitable. Taxpayer 
company adopted profit-sharing plan for 
benefit of its officers and key manage- 
ment personnel. Pursuant to plan, tax- 
payer established series of trusts, each 
of which provided that employer would 
contribute specified percentages of an- 
nual profits to trusts. Although trusts 
provided that each person’s rights in 
trust fund would vest at time contribu- 
tion was made, should anyone voluntarily 
resign from company prior to fixed date, 
his share would go over to remaining 
beneficiaries. Commissioner disallowed 
deduction for amounts contributed. 


HELD: For Commissioner. Although 
taxpayer conceded that rights of any 
beneficiary would be forfeited at time of 
employer’s contribution to trusts, never- 
theless, rights of employees as group 
were not forfeitable to employer. This, 
taxpayer argued, satisfied “nonforfeita- 
bility” requirement necessary for deduc- 





tion purposes under statute. Court rulq 
however, that “employees’ rights” it 
statute refers to rights of individy 
beneficiaries. Since this test was not si 
isfied, contributions were not deductith 
Russell Manufacturing Co. v. U. S., & 
Cls. No. 443-56, July 15, 1959. 


Amounts paid to employees under nm. 
exempt trust deductible by employe, 
Employer established non-exempt proit. 
sharing trust for its officers and ky 
management personnel. Contributions 
made to trust were not deductible fy 
income tax purposes, inasmuch as en. 
ployees’ rights in plan were forfeitabl. 
In tax year under review, distributions 
were made to employees in accordance 
with terms of trust, and company clain. 
ed income tax deduction for such 
amounts. Commissioner disallowed ded. 
tion, reasoning that if rights of em. 
ployees are forfeitable at time amounts 
paid by employer, no deduction is allowed 
for such amounts for any taxable yeu 
when paid. 


HELD: For taxpayer. Company is e- 
titled to deduction for amounts of con- 
pensation actually paid out of trust to 
employee-beneficiaries. Under section 3 
(p) (1) (D) of 1939 Code (section 404 (a) 
(5) of 1954 Code) compensation paid 
employee under nonqualifying plan (as 
distinguished from “contribution’’) is de 
ductible in taxable year when paid if 
employee’s rights to or derived from such 
compensation are nonforfeitable at time 
compensation is paid. Court refused to 
adopt Commissioner’s contention that 
statutory language, namely, “in taxable 
year when paid” means “in taxable year 
when paid by employer”; and that since 
compensation here was paid by trust, it 
fails to qualify. Russell Manufacturing 
Co. v. U. S., supra. 


REVENUE RULINGS 


Income Tax: Purchase of “put” option 
does not constitute “disposition” of stock 
acquired under restricted stock option. 
Where stock acquired through exercis 
of restricted stock option is disposed of 
within two years from date of granting 
of option, special tax benefits accruing t0 
such purchase are lost. Question is raised 
whether purchase of option (“put”) t 
sell stock acquired in exercise of Te 
stricted stock option constitutes “dispos! 
tion” as defined in Internal Revenue 
Code, if optionee purchases “put” e 
same date when restricted stock option 
is exercised. 

Service rules that under general rule, 
“disposition” includes sale, 
gift, or any transaction of lega! title. 
“Puts” do not constitute closed transat- 
tion until exercised, or terminated with- 
out exercise or otherwise. Thus, purchase 
of option (“put”) to sell stock does not 
constitute “disposition.” Disposition will 
occur when “put” is exercised. Rev. jul. 
59-243, IL.R.B. 1959-29, p. 11. 
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BAR RELATIONS — High Court Re- 
solves Questions as to Practice of 
Law by Corporate Fiduciaries 





Connecticut—Supreme Court 





State Bar Association v. Connecticut Bank and 
Trust Co., May Term 1959. 







A judgment rendered following a re- 
mand of this case, reported in T&E, May 
1958, p. 501, Sept. 1958, p. 856, enjoined 
defendant from doing virtually every- 
thing which could arise in the admini- 
stration of an estate, including the pre- 
paring and filing of documents in any 
probate court, state tax department, or 
with the Internal Revenue Service. De- 
fendant appealed. The court set aside 
the judgment and— 


HELD: (1) Since the judgment in the 
first appeal proceeded on the principle 
that appearances at probate court hear- 
ings necessarily constitute the practice of 
law and the defendant did not appeal 
from that judgment, the principle, 
whether universally valid or not, must be 
taken to be binding for present purposes. 

(2) To direct an extension of the in- 
junction to embrace other activities 
which might in certain circumstances be 
the unlawful practice of law would be 
usurpation of the trial court’s discretion 
in the exercise of the injunctive power 
and too general to be of real use. 

(3) To minimize misunderstanding the 
court appended in a footnote an injunc- 
tion and declaration of rights which 
would conform to the mandate. This in- 
junction enjoined the defendant from ap- 
pearing and being represented in any 
proceeding in the probate courts where 
a hearing is required by law or a hearing 
is had though not required by law, other 
than by an attorney, who may not be a 
salaried employee. 

The court declared these rights: 

“In giving general information to cus- 
tomers and prospective customers on 
such matters as federal and state tax 
laws, inter-vivos and testamentary 
trusts, wills, etc., as well as reviewing 
existing wills, where the defendant gives 
no specific advice, charges no fee, and 
urges the customers to consult their own 
attorneys for advice on their specific 
Situations and have them draw any ne- 
essary instruments, the defendant is 
hot engaged in the illegal practice of law 
but is performing these acts as incident 
'0 its authorized fiduciary business. 

‘In preparing and filing in the pro- 
bate courts the various applications, pe- 
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titions, accounts, inventories and distri- 
butions pertaining to estates and trusts, 
conservatorships and guardianships, the 
defendant is performing the ordinary 
and incidental services relative to estates 
and trusts assumed by it under the 
statutes authorizing it to act as fiduciary 
and is not engaged in the illegal practice 
of law unless the problems involved in 
the particular case are such that their 
solution is commonly understood to be 
the practice of law. 


“The defendant should appear and be 
represented in proceedings in the pro- 
bate courts, where a hearing is required 
by law or a hearing is had though not 
required by law, only by an attorney, 
who may not be its salaried employee. 
Appearances and representations by the 
defendant in such proceedings by em- 
ployees constitute illegal practice of law. 

“The work of preparing and filing tax 
returns for the defendant as fiduciary 
and dealing with, and appearing before, 
state and federal tax authorities in con- 
nection with taxes claimed to be due 
from the defendant as fiduciary may 
properly be done by regular employees of 
the defendant, either lawyers or laymen, 
to the extent that tax law problems of a 
type such that their solution would be 
commonly understood to be the practice 
of law are not involved. 


“Any practices of defendant in con- 
travention of the foregoing constitute 
the illegal practice of law.” 


CHARITABLE BEQUESTS — Gift to 
Charity not in Existence on Testa- 
tor’s Death Ineffective 


Maine—Supreme Judicial Court 


First Portland National Bank v. Kaler-Vaill 
Memorial Home, 151 A. 2d 708. 


Testator gave the residue of his estate 
to his wife, then to be divided among 
five residuary legatees. Three residuary 
legatees were churches, one was a dis- 
tant relative, and the fifth was Kaler- 
Vaill Memorial Home “for the general 
purposes of said home,” without further 
description. At the time of testator’s 
death, no corporation by that name ex- 
isted. The family homestead had been 
known as Kaler-Vaill home, being testa- 
tor’s last name and his wife’s maiden 
name. Shortly after testator’s death, the 
widow formed a charitable corporation 
named “Kaler-Vaill Memorial Home,” to 
provide a home for aged and needy 
women. She left the family homestead 
to the corporation upon her decease. Ex- 
ecutors of testator brought a bill for 
construction. 

HELD: “Kaler-Vaill Memorial Home,” 
not being in existence at time of testa- 
tor’s death, could not take as designated 
beneficiary. Will on its face indicated 
gift to existing corporation. To argue 
that bequest was an executory bequest, 
to take effect in the future after widow’s 
decease, or a vested remainder would be 
to rewrite the will rather than to inter- 
pret it. Oral testimony of neighbors as 
to testator’s intent or evidence that testa- 
tor’s widow made gift to same legatee 
organized after testator’s death was not 
admissible, since there was no ambiguity 
about the identity of the beneficiary. Cy 
pres doctrine was inapplicable, because 
no charitable intent was expressed by 
leaving a gift simply to “general pur- 
poses” of home not yet incorporated as 
charity. 

Lapsed portion of general residuary 
gift does not go to other general residu- 
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ary legatees, unless contrary intention 
clearly appears from the will, but rather 
becomes intestate property. Thus, wi- 
dow’s estate and sole heir-at-law shared 
lapsed gift. 


CLaims — Debts and Taxes Pey- 
able Out of Residue Consisting Sole- 
ly of Realty 


Texas—Supreme Court 
Sinnott v. Gidney, 322 S.W. 2d 507. 


Testatrix devised all her personal prop- 
erty to petitioner and her residuary 
estate, consisting solely of realty, to 
named devisees. The trial court and the 
Court of Civil Appeals held that debts, 
expenses, and taxes of the estate must 
be paid out of the personalty. 

HELD: Reversed. In the absence of a 
contrary direction in the will, the resi- 
duary estate must bear the cost of all 
debts, expenses, and taxes. Modern 
statutes make a decedent’s entire estate, 
both real and personal, liable for pay- 
ment of such items. Therefore, it mat- 
ters not that the residuary estate con- 
sists solely of realty when, under ap- 
plicable State law, the residuary estate 
must bear the cost of the above expenses. 


COMMUNITY PROPERTY — Probate 
Court Has No Jurisdiction to Ad- 
judicate Claim by Husband 


California—District Court of Appeal 


Estate of Stone, 170 A.C.A. 625 (May 21, 
1959). 


In a proceeding under Section 1080 of 
Cal. Probate Code to determine who was 
entitled to receive distribution of the 
estate, the husband of decedent filed a 
petition to determine his community in- 
terest in the estate. Superior Court 
struck the petition on the ground that, 
this being an adverse claim to property 
of the estate, the Probate Court had no 
jurisdiction. 

HELD: Affirmed. It is recognized that 
the rule is different where a wife is as- 
serting community interest in the estate 
of a deceased husband, since in that case 
the entire community estate is subject to 
administration, whereas in case of death 
of the wife, the husband retains control 
of community property except to the ex- 
tent necessary to carry deceased wife’s 
will into effect. 


FIDUCIARIES — Executors Not Liable 
for Embezzlement by Attorney 
Chosen with Care 


California—District Court of Appeal 

Estate of Barbikas, 171 A.C.A. 496 (June 23, 

1959). 

HELD: Where executors use due care 
in selecting an attorney but a loss is 
sustained by the estate due to embezzle- 
ment by the attorney, the executors are 
not personally liable for the loss. The 
claim of objectors to the final accounting 
of the executrices, based on the theory 
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that the liability of an executor for em- 
bezzlement by his attorney is absolute, 
was rejected. 


FIDUCIARIES — Successor Entitled to 
Same Powers as Original Trustee 
Although Not Chosen from Desig- 
nated Class 


Mississippi—Supreme Court 


Hart v. First National Bank of Jackson, 112 So. 
2d 565. 


The trust instruments gave the Court 
authority, if the trusteeship should be- 
come vacant, to appoint one or more suc- 
cessor trustees from the heirs of the 
settlors, and provided that such trustees 
should have the same right, power, and 
authority as the original trustees. An- 
other clause of the instruments stated 
that “Wherever the word trustees shall 
be used in this instrument, it shall be 
construed as meaning the original trus- 
tees, the survivors thereof, the survivor 
thereof, or any successor, or successors, 
appointed in place thereof.” The original 
trustees resigned and all of the settlors’ 
heirs refused to serve as such trustee, 
whereupon the Court appointed a bank 
as successor trustee. 

A petition was filed by the bank with 
a prayer that it enjoy the same powers 
given to the original trustee. The lower 
Court held that the bank had the same 
powers as the original trustee and the 
children of the beneficiary, appealed. 

HELD: Affirmed, The powers given to 
the original trustees were not personal to 
those trustees and the powers annexed to 
the office of the original trustees passed 
to the successor trustee. If the power is 
annexed to the office of the original trus- 
tee, then it is clear that the settlor in- 
tended the power to be exercised by any 
person who might occupy the office of 
trustee. 


INSURANCE — Proceeds on Lost Spe- 
cific Legacy Pass to Residuary Le- 
gatees 


New York—Appellate Division, First Dept. 
Matter of Wright, 187 N.Y.S. 2d 306. 


Testator specifically bequeathed all her 
jewelry to a friend. A diamond ring was 
not found by the executors but the ring 
was insured and the executors collected 
the insurance proceeds. In consideration 
of the insurance company’s payment, the 
executors assigned to the insurer all 
their interest in the ring and subrogated 
the insurer to any claim the executors 
had for the ring’s loss. The specific lega- 
tee acquiesced in the collection by the 
executors of the insurance proceeds but 
on the accounting the residuary legatees 
claimed the proceeds, 

The Surrogate held that title to the 
legacy vested in the specific legatee as 
of the testator’s death, that in negotia- 
ting with the insurer the executors were 
acting as the representatives of the spe- 
cific legatee and that the specific legatee 


‘ 


‘lve opened a branch office.” 





was entitled to the proceeds. (See T&, 
Aug. 1958, p. 768.) 


HELD: Reversed. A_ specific legacy 
will fail if the item bequeathed is not 
part of the testator’s property at death. 
The burden of proving that the item was 
part of the testator’s property is on the 
specific legatee. The record does not show 
why the insurance company accepted lia- 
bility, and the fact of payment does not 
sustain the legatee’s burden of proof. The 
decree is modified to hold that the lbe- 
quest of the diamond ring was adeemed, 
and the insurance proceeds pass as part 
of the residuary estate. 


LIFE TENANT & REMAINDERMAN — 
Stock Split Treated as Apportior- 
able Dividend Without Adjustment 
for Purchasing Power Change 


Maryland—Court of Appeals 
Mercantile-Safe Deposit & Trust Co. v. Appeny’, 
152 A. 2d 184. 

A corporate fiduciary initiated two test 
cases consolidated for trial and for argl- 
ment in the Court of Appeals to deter- 
mine the proper method of apportioning, 
for trust accounting purposes, various 
stock distributions received in the form 
of stock dividends and stock splits by 
trust estates created pricr to the adop- 
tion of the Uniform Principal and I- 
come Act in Maryland in 1939. The stock 
distributions which were presented in the 
test cases were the General Electric split 
of 1954, the Texas Company splits o 
1951 and 1956, the American Gas & Elec 
trie Company split of 1956, and the 
American Cyanamid Company split of 
1957. 

In an earlier case decided in 1957 the 
Court of Appeals had ruled that moder 
stock splits are to be treated as stock 
dividends and, hence, apportionable 
der the Pennsylvania Rule to the extent 
that they represent the capitalization of 
earnings accumulated during the hold: 
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ing period of the particular stock by the 
trust estate, and to the extent that the 
book value of the investment in the 
hands of the trustee is not impaired by 
such apportionment. 

In the present test cases the trustee 
urged the court to “refine” the book 
value test of the Pennsylvania Rule so 
as to make allowances for the decline in 
the purchasing power of the dollar, 
pointing out that in one trust estate be- 
fore the court the old rules of appor- 
tionment would require a distribution to 
the life tenant of stock worth more than 
$137,000 out of a trust estate of about 
$450,000. This apportionment would re- 
duce the income of the estate from the 
remaining assets to a figure less than it 
was in 1926. 

The lower Court rejected the trustee’s 
contention and also the arguments of 
the remaindermen that the General Elec- 
tric split of 1954 was in the nature of a 
non-apportionable reorganization. 

The Chancellor ruled that the trustee 
should make the apportionment under 
the established tests of the Pennsylvania 
Rule in force in Maryland prior to 1939. 

HELD: Affirmed. The General Electric 
split of 1954 to the extent that it repre- 
sented a capitalization of earnings must 
be treated as a stock dividend. It does 
not represent a corporate reorganization 
nor is there any basis for adjusting the 
book value test to account for changes in 
the purchasing power of the dollar. 
































POWER — Foreign — Right of Corpo- 
rate Fiduciary to Qualify under 
Trust Containing Out-of-State Real- 
ty 









Mississippi—Supreme Court 


Magee v. Estate of Magee by Deposit Guaranty 
Bank & Trust Co., 111 So. 2d 394. 






T devised and bequeathed realty and 
personalty in Mississippi and Texas to 
E, a Mississippi bank and trust com- 
pany, in trust for 15 years. E also served 
as executor. E, as executor, petitioned 
the lower Court for approval and allow- 
ance of its Final Account and for a 
decree, directing the executor to transfer 
to the trustee the estate’s remaining as- 
Sets after payment of debts, taxes and 
Specific legacies. T’s widow and others 
objected to the transfer of the remaining 
assets to the trustee on the grounds that 
they included Texas realty and person- 
alty, that the estate’s assets and the 
ust were a unit and those in Texas 
not be separated from those in 
ssippi, that E was not qualified to 
ve as trustee under the laws of Texas 

that the trust therefore was void. 
* iower Court rendered a decree in 
favor of E and directed the executor to 
transfer all the assets to the trustee. 

HELD: Affirmed. The title and right 
of a testamentary trustee comes from 
the will itself, not from the Court. E 
has not disclaimed the trust in this case, 
but on the contrary has signified its 
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willingness to accept the trust and has 
asked that the assets now in the hands 
of the executor will be paid over to it. 
Even if a Texas Court should hold that 
E cannot qualify as trustee and admin- 
ister the trust, such holding would not 
affect the validity of the trust. A trust 
will never be permitted to fail for want 
of a trustee. Until E has been removed 
by a Court, it is entitled to assume the 
responsibilities and perform the duties of 
trustee. 

The Court is not called upon to de- 
termine in this proceeding what steps E, 
as trustee, would be required to take to 
obtain possession of the lands belonging 
to the trust estate and situated in Texas, 
or to determine whether E in the man- 
agement of the trust property in that 
state must obtain a permit to do business 
in that state. If any question should arise 
concerning the trustee’s rights in Texas, 
such question would have to be deter- 
mined by a Court of competent jurisdic- 
tion in that state, and if the bank should 
neglect or refuse to take such steps as 
might be required legally, after the ex- 
ecutor’s accounts were settled, to enable 
it to discharge properly its duties as 
trustee with respect to the trust prop- 
erty in Texas, such action might be taken 
at that time as the circumstances might 
warrant to preserve the trust property 
and carry out the provisions of the will. 

The bank had a right to delay qualify- 
ing as trustee until its accounts as ex- 
ecutor were settled. 


PowErRs — Limitations — Power to 
Sell Real Estate Implied to Carry 
Out Testator’s Intent 


New Jersey—Superior Court 
Agisim v. Tillou Realty Co., 151 A. 2d 421. 


Decedent devised and bequeathed her 





residuary estate to each of her two 
daughters, share and share alike. She 
further provided that if either child 
should be under 21 at date of her death, 
share of such child was to be held in 
trust until age 21. Although trustee was 
given power to use income and principal 
for support of child during minority, no 
specific power of sale of real estate was 
conferred upon trustee. Decedent left 
very small personal estate and one piece 
of rental property. Two years after de- 
cedent’s death, one of daughters attained 
21 and balance of her trust fund was 
paid over to her. There remained at 
that time cash balance of only $1,200 in 
other child’s trust fund and her one- 
half interest in real estate. Property was 
being operated at loss, and no moneys 
were available for child’s support. Ques- 
tion before Court is whether in view of 
lack of specific power of sale in will, 
Court has power to direct sale. 


HELD: Power to sell real estate will 
be implied when to do so is necessary to 
carry out intent and purpose of testator. 
Here intention of testatrix was clear and 
beyond dispute—to provide for support 
of her daughters from principal and in- 
come until they attained their majority. 
Although mere naked trusteeship will not 
confer power of sale by implication, 
power of sale will be implied to carry 
out clear intent of testator. 





ERRATUM 


The decision reported at page 730 of 
the July issue as Kolb v. Levy was in fact 
a digest of Blankner v. Lathrop, 169 Ohio 
St. 229, and should have carried the head- 
note: “Wills—Probate—Executor May be 
Witness to Will.” 
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REVOCATION — Consent of Benefici- 
ary en ventre sa mere Not Required 
for Revocation 


New York—Court of Appeals 
Matter of Dunnington, N.Y.L.J., July 13, 1959. 


The settlor (being 21 years of age) of 
an irrevocable living trust reserved the 
income during her life and a power to 
appoint the principal by her will; and 
directed that in default of appointment 
the principal should pass to her surviv- 
ing issue, or in default of issue to the 
settlor’s father and if he were also dead 
to designated charities. Thereafter the 
settlor, desiring to amend the trust, 
sought the written consent of all persons 
beneficially interested as required by 
Personal Property Law, Section 23. By 
the time such consent was obtained from 
the Attorney-General on behalf of the 
charities, the settlor was pregnant. One 
of the trustees sought instructions as to 
whether the consent of the unborn child 
must be obtained under Section 23. 


HELD: Such consent is not necessary. 
If a child en ventre sa mere is a person 
beneficially interested so that his or her 
consent is required, practical] difficulties 
would arise, For example, a trustee could 
not act on a proposed amendment until 
it had first satisfied itself that no woman 
whose children might have a beneficial 
interest was pregnant. And if a child 
were born after revocation or amend- 
ment, time of conception could become a 
vital issue. 


In addition, legislative policy favors 
easier revocation of living trusts and to 
construe the statute as requiring the con- 
sent of a foetus would impute to the 
legislature an intent to require the im- 
possible. Birth and not the date of con- 
ception is the controlling factor. Accord- 
ingly, an unborn child is not a person 
beneficially interested under Section 23. 


REVOCATION — Power to Revoke In- 
cludes Power to Amend 


Pennsylvania—Supreme Court 
Schautz Trust 


Mrs. Schautz established an inter vivos 
trust in 1937 in which she reserved the 
right to revoke and terminate upon 60 
days notice in writing to the trustee. 
The trust gave the income to her hus- 
band for life and at his death to their 
four children, naming them. In 1955 she 
revoked the provision for the children 
and substituted a new provision leaving 
the principal to two of the four children. 
She died in 1957. 


At the audit of the trustee’s account, 
the two disinherited children argued that 
the power to revoke applied to the whole 
instrument and that it could not be re- 
voked or amended in part, The lower 
Court decided that the original agree- 
ment had been revoked and that a new 
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trust had been created with the two 
children as sole beneficiaries. 


HELD: Affirmed. Unless the power to 
revoke is specifically or by necessary im- 
plication limited to revocation in toto, 
the power to revoke is general and not 
limited to a_ slate-cleaning operation. 
Such a general power to revoke ordinar- 
ily authorizes the settlor to modify the 
terms of the trust. Fairness dictates that 
a person who sets up a trust without 
consideration should not in the end be 
regarded as a stranger in the realm of 
his own benevolence. 


SPOUSE’S RIGHTS — Waiver of Will 
by Widow’s Guardian Valid Not- 
withstanding Provisions Made by 
Husband 


Massachusetts—Supreme Judicial Court 
Miller v. Miller, 1959 Mass. 861. 


Two petitions were filed, the first by 
an executor to have a waiver of the will 
filed September 23, 1954, by the widow’s 
guardian declared null and void because 
filed fraudulently and in bad faith. 
Testator died December 13, 1953, leaving 
as his only heirs his wife and mother. 
His will, dated August 16, 1946, be- 
queathed everything to his brother, the 
executor, and stated that he was leaving 
nothing to his wife as he had otherwise 
provided for her. The wife, Helen, had 
been committed to state hospital in 1932. 
Two days after her husband’s death she 
was released from the hospital in her 
guardian’s care, and December 16, 1954, 
she was discharged. With the will the 
testator left a note to his brother to the 
effect that if Helen was of sound mind 
(at his death) he wanted her to have 
everything except certain heirlooms. Dur- 
ing his life the testator had made his 
wife the beneficiary of certain life in- 
surance policies and an employees’ re- 
tirement plan. Also she received benefits 
from the veterans’ administration, and 
would later get social security. The sec- 
ond petition was filed by the guardian 
June 14, 1956, to have the waiver ap- 
proved in accordance with G.L. 201, §45. 
The executor contended that by accepting 
the benefits above described the widow 
was precluded from claiming any part 
of the estate. The probate judge entered 
a decree dismissing the executor’s peti- 
tion and approving the waiver filed by 
the guardian. 


HELD: Affirmed. First, while a waiver 
must be filed within six months after 
probate, and a waiver by a guardian re- 
quires the approval of the court, the 
approval does not have to be within the 
six months. 


Second, the contention of the executor 
that by accepting the benefits described 
above Helen was precluded from waiv- 
ing the will; i.e. the doctrine of election 
(Newhall, $360) was not sound because 
these benefits were not mentioned or in- 












corporated in the will. They accrued j 
her by reason of arrangements made by 
the testator during his life, and wep 
entirely independent of the provisions of 
the will. The letter to the brother, ng; 
being mentioned in the will, was of 
effect. 










TAXATION — Estate & Inheritance — 
Relationship for Rate Class Deter. 
mined at Time Interest Vests 








Texas—Supreme Court 
Cahn v. Calvert, 321 S.W. 2d 869, 





Petitioner’s interest in a trust vested 
in him at the death of the trustor. Petj- 
tioner was the husband of the trustor’s 
daughter when the trust was estab. 
lished. Prior to the death of the trustor, 
the daughter died, petitioner remarried, 
and divorced. Petitioner, seeking refund 
of inheritance tax, claims “Class 4” 
treatment under Art. 7118, V.A.T.S., as 
the “husband of a daughter.” Relief was 
denied in the trial court and affirmed 
by the Court of Civil Appeals. 


HELD: Affirmed. The incidence of tax 
is at the time the interest vests. Peti- 
tioner’s interest vested at trustor’s death 
at which time petitionerer was not the 
“husband of a daughter” within the 
meaning of Class A, 



















WILLS — Construction — Remainder 
Not Defeated by Death Prior to 
Life Tenant 







Florida—Second District Court of Appeals 
In re Martin’s Estate, 110 So. 2d 421. 






Testatrix devised the residue of her 
property to her husband so long as he 
should live and further provided “at his 
death the said estate shall be equally 
divided between my daughter, Carolyn 
Martin Singleton and my son, John Ell- 
ott Martin, share and share alike.” The 
daughter predeceased her father, Upo 
his death the lower Court decreed that 
it was the testatrix’ intent to pass her 
estate only to the child or children of 
hers who were living at the time of the 
death of her husband and that the hus 
band of the daughter was not entitled t0 
participate in the distribution of the 
estate. 


HELD: Reversed. The will created ves 
ed remainders in the children and the 
death of the daughter prior to the death 
of her father did not defeat the interest 
of her heirs. The will postponed only the 
enjoyment of the gift until the death of 
the life tenant and did not condition the 
gift upon the children remaining aliv® 
until the death of the life tenant. The 
Court suggested that some confusion !* 
sults from the use of the word “conti 
gent remainder” and suggested that 
more appropriately it should be termé 
as in the American Law Institute Re 
statement of Property a “remainder sub- 
ject to a condition precedent.” 
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Witts — Construction — Share of 
Predeceased Residuary Beneficiary 
Passes to Other Residuary Legatees 


Kansas—Supreme Court 
In re Estate of Sowder, 185 Kansas 74. 


Testator bequeathed cash legacies to 
two named grandsons, and a son, J. 
Robert, and divided the residue among 
his three other named children, one-quar- 
ter each to Gertrude and George and 
one-half to Richard. 

Gertrude predeceased the _ testator 
without issue and J. Robert also prede- 
ceased him survived by the appellant 
herein. 

The probate court and the district 
court on appeal determined that the 
share of the residuary estate to which 
Gertrude would have been entitled had 
she survived the decedent should be set 
aside to the other two residuary benefi- 
ciaries in the proportion of two-thirds to 
Richard and one-third to George, and 
that the appellant was not entitled to 
participate therein. 

HELD: Affirmed. The share of a res- 
iduary legatee who dies without issue 
before the death of the testator goes to 
the surviving residuary beneficiaries in 
the absence of some special provision of 
the will showing a different purpose. The 
rule that such share shall be disposed of 
as in the case of intestacy is rejected as 
in conflict with the policy of the court 
to give effect to the actual intention of 
the maker of the will. 


WILLs — Construction — Survivor- 
ship Requirements in Remainder 
Interests 


Illinois—Supreme Court 
Leahy v. Murray, 16 Ill. 2d 350. 


This was an action by certain heirs of 
a decedent to construe her will, to parti- 
tion certain real estate in which she had 
an interest and for an accounting. The 
will of the decedent devised her real es- 
tate interest to her daughter in the form 
of a life estate with remainder over in 
fee to two sons and another daughter in 
equal parts provided that if any of the 
remaindermen should die before the life 
tenant, the share devised should go in 
equal parts to the survivors. One of the 
remaindermen conveyed his interest in 
the property to the life tenant and sub- 
sequently died after surviving one re- 
mainderman but predeceasing the third. 
All three remaindermen predeceased the 
life tenant. 

Several questions arose, one of which 
Was whether divestiture applied to the 
temaindermen’s interest acquired as a 
su) vivor as well as to his or her interest 
hs devised under the terms of the 

HELD: The divestiture requirements 
of the will in case of death prior to that 
of the life tenant did not embrace the 
one-sixth interest received as a survivor 
of the first remainderman to die but only 
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included divestiture of the original one- 
third remainder interest designated un- 
der the will provisions. The one-sixth in- 
terest received as a survivor became the 
absolute interest of that survivor. There- 
fore, the remainderman who assigned his 
interest to the life tenant could only as- 
sign his interest received as a survivor 
and his original remainder interest 
passed to the other remainderman who 
survived him. The court stated, p. 358: 
“The rule is that in the absence of a 
contrary intent on the part of the testator, 
a gift over to survivors is not to be con- 
strued as embracing resurvivorship of a 
share which has once passed to a survivor, 
but that such accrued share immediately 
becomes the absolute property of such re- 
cipient without regard io whether he him- 
self may leave survivors.” 
The will evidenced no contrary intent 
since it expressly provided that only “the 
share (one-third) devised to such as 
shall die” should pass to the survivors. 
The last survivor took absolutely both 
the property originally devised to him 
and that received as a survivor. This 
property then passed to his heirs even 
though he predeceased the life tenant; 
the conditions of divestiture which would 
have normally divested the original one- 
third do not apply to the last survivor, 
in the absence of contrary intent. 


WILLs — Construction — Unlimited 
Power of Disposition Construed as 
Absolute Ownership, Passing Prop- 
erty to Predeceased Legatee’s Issue 


Tennessee—Supreme Court 


Weiss v. Broadway National Bank, 322 S.W. 2d 
427. 


Testatrix left a holographic will as 
follows: “Should anything happen to 
me want Mr. Gus Weiss to open box and 
dispose of contents as he sees fit too.” 

The named beneficiary predeceased the 
testatrix by some two years, leaving is- 
sue surviving him. The Chancellor held 
that the will gave the beneficiary an 
absolute power of appointment, and that 
since he predeceased the testatrix, the 
power of appointment did not survive 
and the testatrix died intestate. 

HELD: Reversed. The terms of the 
will gave the beneficiary an absolute 
power of disposition of the property, 
without any restraint of any sort. There 
were no directions that he should dis- 
tribute the property in any particular 
manner, and no trust was imposed upon 
him. This being true, he received an 
absolute ownership of the property. 
Since he died leaving issue surviving, un- 
der the anti-lapse statute the property 
passes to his issue. 


WILLs — Probate — Prosecution of 
Claim Does Not Violate “No Con- 
test” Clause of Will 


Florida—District Court of Appeals, 3rd District 
Kolb v. Levy, 110 So. 2d 25. 


The answer of the personal represen- 


tatives to this suit raised the question 
of whether or not appellant’s action in 
pressing her claim for a breach of con- 
tract to make a will in her favor vio- 
lated the “no contest clause” which read: 


“Eleventh: If any beneficiary of this my 
Last Will and Testament shall contest or 
aid in contesting any portion of this my 
Last Will, any legacy or bequest herein 
provided for said person shall lapse and 
become void, and such legacy shall be- 
come part of my residuary estate to be 
divided equally among the remaining per- 
sons mentioned in paragraph ‘Ninth’ here- 
of as my residuary legatees, or their 
issue surviving, per stirpes, who have not 
contested or aided in contesting this my 
Last Will and Testament.” 


The lower Court held that the appel- 
lant’s action in filing the claim and in- 
stituting suit to enforce the same vio- 
lated the no contest provision and for- 
feited any right she had under the will. 


HELD: Reversed. Forfeitures occa- 
sioned by no contest clauses of wills 
should be strictly construed according 
to the plain meaning of the words em- 
ployed by the testator. In this case, the 
prohibition was against any beneficiary 
contesting or aiding in contesting any 
portion of the will, and in the absence of 
any showing that the appellant prose- 
cuted her alleged claims in bad faith or 
without reasonable or probable cause, her 
actions did not constitute a contest with- 
in the meaning of the will. 
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WILLs — Probate — Witnesses Sig- 
natures on Sealed Envelope Con- 
taining Will Not Sufficient for Pro- 
bate 


Delaware—Orphans’ Court, New Castle Co. 
In re Panousseris’ Will, 151 A. 2d 518. 


Decedent died domiciled in Greece, 
leaving a typed “secret will” which he 
had signed, placed in a sealed envelope 
and delivered to a Notary Public. The 
delivery was ceremonious and included 
the writing of a legend of delivery on 
the envelope, the signature thereon of 
the testator, three witnesses and the 
Notary Public. All of this procedure was 
in accordance with the requirements of 
the Greek Civil Code. 

After the decedent’s death the will 
was delivered to and probated in the 
appropriate Greek Court. Decedent had 
left his estate to his wife and son to 
the exclusion of his daughter, and his 
estate included an interest in real prop- 
erty in Delaware. The daughter contested 
the probate of the will in Delaware, seek- 
ing an intestate share of the Delaware 
real estate. The Register of Wills denied 
the probate and an appeal was taken to 
the Orphans’ Court. 

HELD: Affirmed. The Greek will has 
no control over land located in Delaware 
unless it is valid under Delaware law, 
since the law of Delaware determines the 
validity of a will which devises land 





in Delaware. The envelope containing the _ 


will could not be considered a component 
part of the will so as to satisfy require- 
ments of Title 12 Del. Code, §102, which 
requires a will to “be in writing and 
signed by the testator, or by some person 
subscribing the testator’s name in his 
presence and by his express direction, 
and attested and subscribed in his pres- 
ence by two or more credible wit- 
nesses...” The legend on the envelope 
was merely a “memorial of delivery of 
a sealed envelope to the notary” and 
was not a confirmation and acknowledg- 
ment of the contents of the envelope to 
witnesses who were present and observed 
the decedent’s testamentary capacity. 


CHARITIES — Legacies for “Causes” 
Held Charitable 


Pennsylvania—Supreme Court 
Voegtly Estate, 396 Pa. 90. 


After giving specific legacies to fifteen 
well recognized charities and religious 
organizations by name, testator gave the 
residue of his estate to such “charities 
or causes” as his trustee might select at 
the expiration of five years from his 
death. The next of kin contended that 
this was void for indefiniteness in that 
the word “causes” authorized distribution 
for noncharitable purposes. The lower 
Court sustained the gift. 

HELD: Affirmed. It is clear that 
“charities or causes’ mean charities or 
similar causes or similar ultimate objec- 
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tives, some being for the benefit of man- 
kind generally or an indefinite number of 


persons. Even without the examples in 
the will, words “charities or causes,” 


which are in such close proximity, ing. 
cate the testator was thinking of objy. 
tives similar in character to charities, 
which are valid. 
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He’s half detective... half designer for your client 


AS YOU LOOK over the thoughtful notes he has 
prepared for your client, you as an attorney 
will find your respect growing for two aspects 
of the Connecticut General man’s work. First, 
there is the digging he’s done for facts and 
figures over a wide range. And then there is 
the carefully constructed outline within which 
they’re all integrated. 


Everything your client owns is listed. Then 
each asset is thoughtfully weighed in terms of 
its ability to assure your client’s future secur- 
ity. And where a suggestion for a more produc- 
tive use is made, it’s carefully explained. 


All the fact-digging has been done by the CG 


man:..an important saving of your time. Now 
more rapidly you will be able to give your client 
the full benefit of your analysis and counsel. 


Thoroughly trained and experienced as he is, 
you’ll find the CG man a pleasure to work with. 
And so his first call can be only the beginning of 
many friendly calls that will become increas- 
ingly important and helpful to you and to your 
client in the years to come. 
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